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CIOs  are  working  overtime  to 
balance  security  with  access. 
Call  it  The  Privacy  Problem,  page  75 
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More  global,  less  foreign. 


You'll  find  a  Fujitsu  company  ready  to  provide  best-of-breed  IT  and 


telecommunications  solutions  in  your  corner  of  the  world.  A  host  of 


Fujitsu  companies  including  Amdahl,  DMR  Consulting,  ICL  and  Glovia 


International  offer  a  comprehensive  array  of  IT  services  and  technologies 


around  the  globe.  So  they  recognize  the  business  value  inherent  in  tapping 


new  markets  and  new  cultures.  And  they  know  how  to  use  the  Internet 


to  help  you  provide  your  global  customers  with  local,  personalized 


service.  Which  means  wherever  your  customers  are,  whatever  their 


needs,  they  won't  have  to  look  very  far  to  find  a  friendly  face. 


c P  While  the  world  may  be  getting  smaller,  its  challenges  clearly  aren’t.  That’s  why  it’s 


reassuring  to  know  some  people  have  your  best  interests  in  mind.  People  who  eat,  sleep  and 


breathe  your  business.  So  when  you  talk  about  your  company’s  Internet  needs,  they  understand 


every  word  you  say.  Fujitsu  is 


the  world’s  third  largest  IT 


services  company*- a  $50  billion 


I 


THE  INTERNET  CAN  PUT  YOU  IN  TOUCH 
WITH  MILLIONS  OF  CUSTOMERS 
AROUND  THE  GLOBE. 

THEN  WHY  DO  YOU  FEEL  SO  ALONE? 
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provider  of  IT  and  telecommunications  products  and  services.  With  60,000  IT  support  and 


service  professionals  and  operations  in  over  100  countries,  we’re  anything  but  distant.  We  get 


to  know  each  of  our  global  customers,  on  their  own  turf.  All  over  the  world.  Isn’t  it  nice  to  know 


that,  wherever  the  Internet  takes  your  business,  there  will  be  someone  right  by  your  side? 


FUJITSU 


THE  POSSIBILITIES  ARE  INFINITE 


www.fujitsu.com 


'Source:  IDC,  December  1999.  Who  Will  be  Leading  the  Global  IT  Services  Industry  in  2000?:  A  Competitive  Analysis  by  Mauro  Peres.  Sophie  Janne  Mayo. 


©  2001  Fujitsu.  All  rights  reserved. 


How  can  you  extend  your  brand  to  the  ends  of  the  earth?  To  prevail  in  the  Internet  economy,  you  need  an  intelligent  network  that  gives 
you  the  agility  to  flawlessly  facilitate  customer  transactions  at  warp  speed.  An  intelligent  network  that  has  the  QoS  and  security  to  deliver 
Virtual  Private  Network  solutions.  An  intelligent  network  with  bet-your-business  reliability.  How  can  your  network  become  so  intelligent? 
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With  Cisco.  Whether  you're  building  your  enterprise  network  or  extending  it  with  Cisco  Powered 
Network  services,  we  have  the  technologies  and  resources  you  need  to  transform  your  e-commerce 

Empowering  the 

capabilities.  Discover  all  that's  possible  on  the  Internet  at  www.cisco.com/go/lnternetBusiness.  Internet  Generation” 
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Cisco  Systems 


We  can't  prevent  floods  or  fires.  Nor  can  we  stop  hardware  failures  or  power  outages.  But 
we  do  know  how  to  keep  your  mission-critical  data  available,  through  disasters  big  and  small. 
Double-Take®  software  provides  continuous,  real-time  replication  to  an  offsite  location.  It 
means  data  and  application  failover/recovery.  And  Double-Take  supports  Windows®,  Solaris®, 
and  NetWare®  servers. 


See  for  yourself  why  Double-Take  is  recommended 
by  Compaq ®,  Dell®,  Microsoft,  IBM ®  and  Hewlett- 
Packard ®.  We  may  not  be  able  to  save  your 
corporate  headquarters,  but  with  Double-Take, 
your  customers  won't  know  it's  gone. 


^Double- ‘ake 


Call  NSI  Software  at  888-674-9495  or  visit  www.nsisoftware.com/cio 

©2001  NSI  Software.  NSI  and  Double-Take  are  registered  trademarks  of  Network  Specialists,  Inc.  GeoCluster  is  a  trademark  of  NSI  Software. 
Windows  2000.  Windows  NT,  and  Microsoft  BackOffice  are  registered  trademarks  of  Microsoft  Corporation.  All  other  names  may  be  trademarks 
or  registered  trademarks  of  their  respective  companies. 
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Human  Touch 


There  have  never  been  so  many  ways  to  lose  a  customer.  Thanks  to  the  Internet, 
your  customers’  expectations  have  never  been  higher.  Their  sources  of  information  have 
never  been  greater.  And  their  access  to  your  competitors  has  never  been  faster.  What’s 
more,  research  tells  us  that  companies  can  boost  profits  by  almost  100%  just  by 
retaining  5%  more  of  their  customers.*  The  first  step  to  retaining  those  customers  is 
gaining  a  better  understanding  of  them. 

Customer  Service 

Computer  Associates’  Intelligent  CRM  offers  you  a  comprehensive  suite  of 
applications  to  understand  and  retain  those  demanding  customers.  From  our  predictive 
Customer  Intelligence  that  mines  the  information  in  your  database  for  decision-making 
analyses  and  insights  to  our  predictive  Sales  and  Marketing  that  provides  you  with  a 
consolidated  view  of  all  customer  activity  across  your  business  through  personalized 
portals:  CA’s  Intelligent  CRM  Suite  is  unique  in  the  industry. 

Furthermore,  our  3-D  visualization  technologies  bring  information  and  analyses  to  Sales  and  Marketing** 

life  and  give  customers,  staff,  and  suppliers  the  opportunity  to  perceive  it  in  all  its  many 
dimensions  rather  than  simply  view  it.  Whether  you  begin  with  a  single  application  or 
choose  the  entire  solution,  it's  powered  by  Jasmine®  /'/',  CA’s  eBusiness  platform.  So  it 
seamlessly  integrates  with  your  existing  systems  and  applications  to  leverage  your 
investment,  regardless  of  underlying  technologies. 

To  find  out  more  about  how  Computer  Associates  can  help  you  get  closer  to  your 
customer  and  empower  your  staff,  visit  www.ca.com/solutions/crm.htm  or  call 
1-800-225-5224.  Don’t  wait  too  long,  your  competitors  are  reading  this  too. 


©2000  Computer  Associates  International,  Inc.,  Islandia,  NY  11749.  All  trademarks,  trade  names,  service  marks  and  logos 
referenced  herein  belong  to  their  respective  companies.  ‘Harvard  Business  Review,  Sept. -Oct.  1990.  Frederick  F.  Reichheld 
&  Earl  Sasser.  Jr„  Zero  Defections:  Quality  Comes  to  Services. 
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Introducing  the  e-marketplace  alliance:  IBM,  i2  and  Ariba.  Three  of  the 

work 


biggest  names  in  e-business  working  together  to  help  make  your  business 
more  efficiently  —  whether  you  buy  or  sell  ships,  sleds  or  seafood.  It’s  b2b*3. 


www.ibm-i2-ariba.com  or  call  877  426  2676;  priority  code:  emarketl 
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Triple  Performance 

with  Oracle  9 i 

Application  Server. 


Our  high-speed  cache, 
coupled  with  our  database, 
will  run  your  web  site 
three  times  faster  than 
IBM  or  Microsoft 
or  we  will  give  you 
$1,000,000  in  cash. 


SOFTWARE  POWERS  THE  INTERNET  “ 


For  important  details,  conditions  and  limitations  visit  www.oracle.com/guarantee 


Copyright  ©2000  Oracle  Corporation  All  rights  reserved.  Oracle  is  a  registered  trademark,  and  Software  Powers  the  Internet  is  a  trademark  or  registered  trademark  of  Oracle  Corporation.  Other  names  may  be  trademarks  of  their  respective  owners 
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0  2000,  Tonic  Software.  Inc. 


It’s  enough  to  make 
the  new  economy 
long  for  the  old  days. 


The  dependence  of  companies  on  web  applications  has  grown 
beyond  anything  imagined  only  a  few  years  ago.  Which  has 
led  to  the  need  for  Tonic. 

Suddenly  the  leading  edge  of  e-business  is  a  much 
more  comfortable  place  to  be. 

The  Tonic  web  applications  management  enterprise 
solution  heralds  a  new  era  in  e-business  ROI. 

The  ability  to  identify  a  potential  web  application 
problem  before  your  customers  do.  Then  to  move  a 
step  beyond  real-time  monitoring  to  trace  the  root- 
cause  and  take  automated  corrective  action  — 
guarantees  a  satisfying  user  experience.  And  makes 
the  e-world  far  less  daunting.  Even  predictable. 

Up  and  running  in  hours,  not  days.  Easy  to  use  with 
immediate  results. 


That's  Tonic.  And  that's  better,  www.tonic.com 


TONIC 
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OPINION  ONLINE 

Eric  Hills  on  Extranets 

ASK  THE  EXPERT  Have  a  question  about  the  effective 
use  of  extranets?  Pose  it  to  Eric  Hills,  president  and 
CEO  of  Austin,  Tex.-based  Partnerware  until  Jan.  31. 
www.  do.  com/ Cl  O/ expert 

Are  We  Headed  for  an  Internet  Depression? 

SOUND  OFF  Eat,  drink  and  be  merry  today,  for  tomor¬ 
row  you  may  see  a  sizeable  decrease  in  your  disposable 
income.  According  to  Michael  Mandel,  author  of  The 
Coming  Internet  Depression  (Basic  Books,  2000),  the 
economic  boom  that  brought  you  your  six-figure  sign¬ 
ing  bonus  is  headed  for  a  fall.  Does  Mandel  have  a 
point?  Read  Senior  Web  Editor  Martha  Heller’s  col¬ 
umn  and  sound  off. 
comment,  do.  com! sound,  cfm  ilD-73 
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Analyst  Corner 

One  stop  shopping  for  the  latest  findings  from  the  H 
research  community. 
www.  do.  com/ analyst/ 

Reading  Room 

THE  READING  ROOM  Our  book  reviews,  excerpts,  and 
author  Q&A’s  will  keep  you  on  top  of  the  latest  think¬ 
ing  in  business  and  IT. 
www. cio.com/books 

CIO  Wanted 

Before  you  pound  the  pavement,  check  out  our 
listing  of  executive  level  IT  positions. 
jobs.cio.com 


THE  P2P  REPORT 
Pundits  are  declaring  that 
peer-to-peer  computing  (P2P), 
which  allows  users  to  bypass 
servers  as  they  interact  and 
swap  files,  will  pervade  large 
companies  in  the  next  two 
years.  Is  this  yet  another  in  a 
long  line  of  fads  that  fizzle  out 
soon  after  they  appear,  or  will 
P2P  find  an  enduring  place  in 
the  enterprise?  Read  Web 
Writer  Emelie  Rutherford’s 
report  online. 
www.cio.  com/forums/ 
knowledge/edit/p2p 
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u  Trying  to  explain  advanced 
networking  issues  and 
integrated  systems  to  a  CFO 
is  like  trying  to  get  a  kid 
to  eat  lima  beans. 55 

-A  reader  discussing 
IT  reporting  structures 
in  CIO  Connection  at 
discuss.do.com 
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These  days,  a  lot  of  people  are  monitoring  your 
network  performance.  They're  called  Users. 

And  they  have  some  very  definite  opinions  about 
what's  acceptable  performance.  The  real  question 
is  how  exactly  do  you  deliver  all  the  performance 
your  network  is  capable  of?  The  answer  is  Visual 
IP  InSiqht™  It  gives  you  a  look  at  every  kind  of  IP 
access- dial-up,  VPN,  DSL,  you  name  it-and  also 
lets  you  customize  reports,  validating  the 
performance  of  each  and  every  one  of 
them.  Real-time  monitoring  lets 
*  ’  you  troubleshoot  on  the  fly 
, :  for  the  ultimate  in  service 
fjjjj  level  management.  And  IP 
H  Insight’s  Customer  Care  Suite 
m  gives  your  help  desk  all  the 
i  tools  they  need  to  do  exactly 
H  everything  their  name  implies. 


How  much  does 
f  your  network  really  have  ” 
under  the  hood?  Log  on  at 
www.visualnetworks.com/cio 
for  more  info  on  IP  InSight. 
And  get  all  the  performance 
^  your  network  has  A 
to  give. 


UpTime® 


Visual  Trinity 


Vi  IP  InSight 


Visual  eWatcher 


Visiu  BenchMark1 


VISUAL 


NETWORKS* 


www.visualnetworks.com/cio 

1-800-240-4010 
UK:  +44  (0)  118  988  0242 
Asia/Pacific:  65-430  6786 


©2000  Visual  Networks  Technologies,  Inc.  All  rights  reserved.  Visual  Networks  and  Visual  UpTime  are  registered  trademarks  of. 
and  Visual  Tnnity,  Visual  eWatcher  and  Visual  BenchMark  are  trademarks  of  Visual  Networks  Technologies,  Inc. 
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3  OUT  OF  4  ONLINE  BOOK  PURCHASES  ARE  FROM  WEBSITES  BACKED  UP 
BY  DLTtape.  (THAT’S  A  LOT  OF  HAPPY  ENDINGS.) 


WITH  SUPER  DLTtape,  THEY’LL  BE  ABLE  TO  BACK  UP  TWICE  AS  FAST. 


The  blockbuster  best  seller  of  tape  backup  systems  just  §ot  , better. 
Introducing  Super  DLTtape™,  the  sequel  to  the  de  facto  standard  in 
tape  backup  technology.  Our  unique  optical  and  magnetic  technologies 
let  us  crank  up  performance  and  capacity  up  to  220  GB  and  over 
22  MB  per  second.  But  we're  not  just  talking  books,  we're  talking 
volumes.  We're  talking  about  reliability.  Super  DLTtape  represents  the 
culmination  of  15  years  of  archiving  engineering  experience.  With  the 
backward  compatibility  that  won't  leave  your  DLTtape  investments 
behind.  Forget  about  cliff-hangers. This  is  the  safe  and  logical  extension 
of  the  backup  solution  trusted  by  more  IT  managers.  To  learn  more 
about  the  extension  of  the  most  successful  tape  drive  platform  ever 
built,  bookmark  www.dlttape.com/super,  or  call  1-800-624-5545 
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Shop  Talk 


As  I  write  this  (Dec.  8),  I’m  just  wrapping  up  my  holiday  shop¬ 
ping.  This  is  early  for  me,  but  I  knew  if  I  wanted  to  shop  online, 
I’d  have  to  leave  a  couple  of  weeks  for  delivery.  (Hey,  I’d  even 
get  my  column  in  early  if  it  would  help  me  avoid  the  malls.) 

Frankly,  I  am  impressed  by  the  improvements  to  the  online 
shopping  experience  this  year.  Here  are  a  few  things  that  stood 
out: 

What  am  I  buying?  Visual  display  has  improved  dramatically. 
Lots  of  sites  let  you  enlarge  product  photos,  and  some  let  you 
pan  or  view  the  product  from  different  angles.  Product  descrip¬ 
tions  at  the  sites  I  visited  were  generally  clear  and  useful.  Some 
offered  an  expanded,  drill-down  description  as  well. 

Shop  by  catalog,  purchase  online.  Recognizing  that  scrolling 
through  webpages,  especially  at  home-connection  speeds,  is 
not  most  people’s  idea  of  fun,  many  merchants  now  offer 
“Catalog  Express”  ordering,  where  you  make  your  purchase 
decisions  by  leafing  through  a  catalog,  then  go  online  and  enter 
the  product  number  into  a  search  engine,  which  takes  you 
directly  to  that  product. 

Site  design.  When  I  did  browse,  I  found  the  best  designed 
and  inviting  site  to  be  American  Girl  Store,  which  uses  frames 
effectively  to  display  products  in  categories. 

What’d  I  order?  American  Girl  also  has  the  most  intuitive, 
user-friendly  way  to  move  back  and  forth  between  shopping 
and  your  order  page,  with  its  “Look  Inside  My  Shopping  Bag” 
button. 

Why’d  I  order  that!  In  addition  to  letting  me  change  the 
quantities  I  was  ordering,  a  number  of  sites  offered  a  one-click 
“delete  this  item”  option-very  useful  for  those  of  us  who  like 
to  change  our  minds. 


Harry  and  David  provides  a  list  of  people  you’ve  sent  gifts 
to  in  the  past,  along  with  an  option  to  send  them  the  same  thing 
or  something  different.  Very  handy. 

A  few  things  need  to  happen  before  Web  shopping  really 
takes  off,  though,  the  first  (and  most  significant)  two  involving 
speed. 

For  the  Web  to  really  work  for  holiday  shopping,  compa¬ 
nies  have  got  to  do  something  to  ship  items  faster.  Even  I  will 
brave  the  shopping  mall  rather  than  risk  not  having  my  daugh¬ 
ter’s  present  arrive  in  time  for  Christmas  morning. 

I  did  some  shopping  from  home  over  my  pathetic  28.8K  con¬ 
nection  and  some  from  the  office.  The  office  experience  was 
delightful;  the  home  experience  was  time-consuming,  frustrating 
and  annoying. 

On  at  least  one  site,  I  was  told  items  were  in  stock  that,  in 
fact,  were  not. 

Harry  and  David  offered  me  a  20  percent  discount  in  its 
offer  by  mail,  but  there  was  no  way  for  me  to  take  advantage 
of  it  on  the  site. 

What  was  your  favorite  site  for  holiday  shopping  this  year? 
Let  me  know  at  hmdberg@cio.com. 


Abbie  Lundberg 
Editor  in  Chief 
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It  unifies. 
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Free  industry  study:  "Keys  to  Sell-Side  Success" 
Download  now  at  www.orderiusion.com/cio 
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I  let  you  do  more.  See  clearly. 

I  bring  you  18  inches  of  living  color. 
Wide-angle  viewing. 

Room  to  move. 

I’m  your  monitor. 

I’m  here  to  liberate  you. 


©2000  NEC- Mitsubishi  Electronics  Display  of  America.  Inc. 
All  rights  reserved. 
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The  NEC  MultiSync®  LCD  1800. 

Introducing  the  affordable  NEC 
MultiSync  LCD  i8oo,the  newest 
in  our  line  of  18-inch  monitors. 

Offering  the  industry’s  most 
popular  screen  size  and  a  depth 
of  just  4.3  inches  (60%  smaller 
than  CRTs),  it  gives  you  plenty  of 
room  to  maneuver. 

Along  with  sharp  images. 
Mitsubishi’s  new  color  algorithm 
for  precise  color.  XtraView® 
wide-angle  viewing.  And  low 
power  usage  and  heat  emission 
to  keep  things  cool. 

It’s  part  of  the  18-inch  LCD  line 
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monitors.  Each  equipped  with  a 
range  of  high-end  options. 

Only  from  NEC-Mitsubishi 
Electronics  Display,  the  newly- 
combined  force  of  the  two  leaders 
in  visual  display  technology. 
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A  TELECOMMUTER  BEGS  TO  DIFFER 

Back  in  the  early  '60s  I  saved  an  article  titled  “Multiversity,  1984.”  It  depicted  the  life  of 
people  who  work  from  home,  long  before  the  Internet.  As  with  all  prognostications, 
telecommuting  took  much  longer  than  that,  but  it’s  now  here. 

In  Tom  Davenport’s  column  “Unfriendly  Hosts”  [Sept.  1,  2000],  his  tongue-in-cheek 
appraisal  of  the  current  state  of  communications  technology  belies  the  fact  that  more  than 
30  percent  of  the  workforce  calls  their  home  bases  homes.  This  is  a  phenomenal  change  in 
lifestyle. 

It  would  seem  that  normal  competitive  pressures  would  alleviate  the  problems  the  col¬ 
umn  mentions.  Maybe  it’s  already  happening,  for  instance,  with  the  arrival  of  DSL,  cable 
modem,  satellite  and  wireless  technology.  Maybe  Davenport's  expecting  too  much  from 
that  outdated  communications  infrastructure,  copper  wire. 

Paul  Tiffany  •  CEO  HelpTeam  •  Tarzana,  Calif.  •  ptiffany@helpteam.net 


EXTENDING 
THE  ANALOGY 

Regarding  Mr.  Mar¬ 
kowitz’s  InBox  letter 
“ERP  as  an  Operat¬ 
ing  System”  [Sept.  1, 

2000],  I  just  wanted 
to  add  a  thought  to  his 
well-made  point. 

I  would  further  his 
analogy  that  ERP  is 
essentially  a  business’s 
operating  system  by 
saying  that  well-thought-out  and  com¬ 
plete  B2B  exchanges  will  become  the 
operating  systems  for  industry  verticals. 
That  is,  a  site  containing  a  marketplace 
as  well  as  the  collaboration  and  supply 
chain  visibility  tools  for  an  industry  will 
provide  the  same  effects  noted  in  his  let¬ 
ter:  cycle-time  reduction,  enhanced 
intercompany  communication  and  the 
timely  delivery  of  information  when 
and  where  needed. 

Bob  Fately 

Product  Manager 
Fashionchain 
New  York  City 
rfately@fashionchain.  com 


A  PERSONAL  REACTION 

I  found  “Hands  Across  the  Waters” 
[Sept.  15,  2000]  very  interesting  and 
good,  for  the  most  part.  It  makes  a 
couple  of  points,  however,  to  which  I 
personally  take  exception. 

First,  the  article  draws  a  parallel 
between  the  software  industry  and  the 
embarrassing  workforce  issues  in 
Kathie  Lee  Gifford’s  clothing  line.  I  feel 
this  is  a  bad  comparison.  IT  workers 
irrespective  of  geography  are  one  of  the 
most  sought  after,  skilled  and  well-paid 
groups  globally,  and  they  can  pretty 
much  dictate  the  terms  of  their  employ¬ 
ment,  which  leaves  very  little  scope  for 
exploitation.  Even  in  this  country, 


somebody  who  flips  burgers  does  not 
enjoy  the  same  working  conditions  as 
an  IT  worker  would. 

Second,  the  author  includes  an 
anecdote  about  a  programmer  from 
India  who  used  to  take  a  two-hour 
lunch  break.  In  my  opinion,  if  this  guy 
used  the  culture  card  on  his  manage¬ 
ment,  he  was  definitely  making  an 
excuse.  Anywhere  else  he  would  be 
called  a  slacker. 

Sharath  Babu 

Boise,  Idaho 
sharath_sastry@yahoo.com 

TOUTING  MIDMARKET  I.S. 

Read  together,  “Standing  in  the  Mid¬ 
dle”  and  “Fruit  of  the  Vine”  [both 
Sept.  15,  2000]  nicely  represent  the 
opportunities  in  midmarket  IS. 

All  of  my  company’s  customer-  and 
vendor-facing  systems  were  custom- 
built.  Early  last  year  we  did  a  cross¬ 
functional  mapping  of  all  customer¬ 
facing  processes.  This  has  led  to  reduced 
order  and  talk  time  in  our  call  center. 

We  have  spent  a  great  deal  of  time 
on  IS  organizational  development  to 
build  a  strong  IS  function.  The  benefits 
have  shown  in  low  staff  turnover  and 
the  quick  delivery  of  new  applications. 
Our  success  is  based  on  having  a  clearly 
defined  business  strategy  with  links  to 
the  IS  group,  high  user  involvement  in 
the  entire  systems  life-cycle  process,  a 
stable  IS  organization  with  a  good  team 
orientation  and  custom  applications 
tied  to  a  common  data  structure. 

Russell  Clarkson 
Vice  President  for  IS 
Sage  Telecom 
Allen,  Texas 
rclarkson@sagetelecom.net 
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Future-proof  networks  from  Siemens  Enterprise  Networks,  www.icn.siemens.com/networkstrategy 
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Wants  to  take  over  daddy's  company 


Wants  to  change  the  world 


Envision  your  own  future.  HiPath  takes  you  there. 

You're  investing  a  small  fortune  integrating  e-commerce  into  your  core  business 
processes  and  technologies.  You  need  an  e-CRM  solution.  More  employees  are 
mobile  and  working  remotely.  And  on  the  horizon  shines  the  future  of  converged 
networks,  with  easier  integration,  user  access  and  management. 

You  need  a  technology  investment  strategy.  One  that  lets  you  build  advanced 
solutions  today  and  evolve  to  a  converged  network  without  losing  valuable  time 
or  money  on  the  applications.  You  need  HiPath,  Siemens  Enterprise  Network 
Architecture.  Be  it  conventional,  IP  or  hybrid  networks.  Network  neutral  applications. 
All  the  services  you  need  to  realize  your  vision.  HiPath  handles  it  all.  Learn  more  at 
www.icn.siemens.com/networkstrategy 


obile  business 
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DEVELOP  IN-HOUSE  FOR 
FLEXIBILITY 

I  completely  agree  with  the  ideas  in 
the  Sept.  15,  2000,  editor’s  column 
“All  for  One,  One  for  All.”  If  we  are 
in  an  “information  age,”  IT  organi¬ 
zations  provide  a  core  competency  for 
the  future.  For  many  brick-and-mor- 
tar  organizations  (and  others),  the 
critical  skills  for  the  future  are  inno¬ 
vation  and  adaptability,  not  neces¬ 
sarily  getting  somewhere  first.  The 
ability  to  change  again  and  again  as 
e-business  unfolds  during  the  next  five 
to  10  years  is  key. 


make  or  break  a  company.  First,  even 
if  you  sneak  by  the  gatekeepers,  you 
never  know  if  the  reference  is  giving 
you  a  true  picture  of  the  applicant’s 
assets  and  weaknesses.  Second,  refer¬ 
ence  checking  is  time-consuming,  and 
it  often  yields  little  useful  information. 

That  explains  why  companies  are 
increasingly  using  preemployment  tests. 
Such  tests  are  research-based  and  accu¬ 
rately  reveal  an  applicant’s  work- 
related  interpersonal  skills,  personality, 
motivations  and  mental  abilities.  Tests 
are  quickly  customized  so  that  man¬ 
agers  can  readily  compare  the  scores  of 


The  moment  you  shift  focus  from  business  needs  to 
technology,  you  are  heading  down  the  wrong  path. 


When  IT  organizations  outsource 
Web  development  and  retain  legacy 
development,  they  drive  themselves 
into  perpetuating  the  rigid  structures 
and  behaviors  that  will  leave  them  less 
able  to  respond  to  the  next  round  of 
change.  I  think  companies  should 
reverse  the  order:  They  should  out¬ 
source  legacy  development  and  mainte¬ 
nance  and  insource  Web  development 
(possibly  with  technical  assistance  from 
the  outside).  Initial  projects  may  take 
a  little  longer,  but  the  long-term  cul¬ 
tural  changes  that  will  sustain  an  IT 
organization  over  time  are  more 
important. 

Jim  Highsmith 

Director,  E-Project  Management  Practice 
Cutter  Consortium 
Salt  Lake  City 
jimh@adaptivesd.com 

INSTEAD  OF  CHECKING 
REFERENCES 

“Reference  Points”  [Life  Science,  Oct. 
1,  2000]  gives  some  great  tips  for 
sneaking  reference  checks  from  an 
applicant’s  previous  employers.  But  it 
falls  short  in  two  key  areas  that  can 


their  most  productive  employees 
against  an  applicant’s  score.  Also,  tests 
are  easy  to  give,  instantly  scored  and 
cost  much  less  than  the  valuable  time 
spent  interviewing  below-average  appli¬ 
cants  or  chasing  worthless  references. 

Michael  W.  Mercer 
Business  Psychologist 
The  Mercer  Group 
Barrington,  III. 
drmercer@mercersystems.  com 

FOCUSED,  NOT  FASCINATED 

I  agree  with  the  observation  in  “Taming 
Technology”  [Difference  Engine,  Oct. 
1,  2000]  that  “in  bowing  to  the  needs 
of  technology  over  the  needs  of  the  peo¬ 
ple  who  will  use  it,  CIOs  give  the  tech¬ 
nology  an  undue  amount  of  power 
over  the  enterprise.” 

A  successful  CIO  is  like  a  film  direc¬ 
tor.  She  can  envision  the  final  product, 
assemble  the  best  technicians  and  man¬ 
age  and  guide  the  different  people,  tech¬ 
nology  and  processes  toward  the  final 
goal  without  losing  focus  or  getting 
dazzled  by  the  technology. 

As  an  IT  executive  who  comes  from 
an  engineering  and  ERP  implementation 


background,  I  have  seen  too  many  IT 
project  disasters  caused  by  executives’ 
focusing  too  much  on  the  bottom  line.  I 
tell  my  staff  that  what  I  learned  through 
my  experiences  with  various  senior  exec¬ 
utives  has  been  25  percent  what  to  do 
and  75  percent  what  not  to  do.  The 
moment  you  shift  focus  from  business 
needs  and  get  fascinated  by  technology, 
you  are  heading  down  the  wrong  path. 

The  problem  with  ERP  has  been  that 
it’s  always  been  marketed  as  a  cool 
product  that  can  do  cool  stuff;  most 
companies  that  jumped  on  the  band¬ 
wagon  did  so  because  they  were  fasci¬ 
nated  by  the  technology  rather  than  con¬ 
vinced  by  any  in-depth  business  process 
reengineering  study.  The  e-commerce 
solutions  that  are  being  rapidly  imple¬ 
mented  by  companies  worried  about 
strengthening  their  bottom  line  show 
that  most  of  them  have  not  learned  the 
lessons  of  yesteryears’  ERP  projects. 

Here  is  to  wishing  that  more  IT  exec¬ 
utives  “take  a  lesson  from  the  artists 
and  focus  less  on  how  [technology]  will 
strengthen  the  bottom  line  and  more  on 
how  it  will  affect  the  people  who  will  be 
using  it.” 

Jay  Jayamohan 

Vice  President  for  Operations  and  Strategy 

Comter  Systems 
Fairfax,  Va. 
jjayamohan@comter.  com 


CORRECTION 

The  correct  name  of  the  organization 
profiled  in  “Chaos  Theory”  [Case  Files, 
Dec.  1,  2000]  is  The  Workplace  Safety 
and  Insurance  Board.  WSIB’s  correct 
premiums  revenue  in  1999  was  $2.8 
billion,  and  its  correct  benefits  expenses 
in  1999  were  $2.4  billion. 


WHAT  DO  YOU  THINK? 

Send  your  thoughts  and  feedback 
to  letters@cio.com.  Letters  may  be 
edited  for  length  or  clarity. 
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WebLoad  Resource  Manager®  can  help. 

You  can  test  and  analyze  your  site 
throughout  the  development  process. 
Allowing  teams  to  communicate  faster. 
Collaborate  smarter.  And  correct 
problems  sooner.  So  you  can  deliver  your 
site  on  time,  on  spec,  and  on  budget. 
Because  getting  it  out  and  getting  it 
right  shouldn't  be  mutually  exclusive. 
Intrigued?  Call  888-RadView.  Or  for  a 
free  evaluation,  visit  www.radview.com. 

WebLoad 

Resource  Manager® 


The  pressure  to  launch  is  immeasurable. 
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Building  an  e-marketplace? 

We’ll  make  you  wise 
beyond  your  years. 


LET  US  GUESS: 


COMMERCE 

ONE 


IT 


Information 
Big  Bang 


WHERE  IS  CARL  Sagan  when  you  need 
him?  The  famous  space  scientist,  mim¬ 
icked  mercilessly  for  his  enunciation  of  bil¬ 
lions,  would  have  had  a  field  day  with  the 
astronomical  numbers  in  a  new  study 
from  the  University  of  California,  Berkeley, 
that  quantifies  the  information  explosion. 
It’s  hard  to  think  of  the  late  Cosmos  host 
getting  as  passionate  about  the  number  of 
photocopies  made  in  the  United  States 
every  year  as,  say,  the  distances  to  far-away 
galaxies  or  the  workings  of  exponential 
notation.  But  it’s  much  more  fun  to  read 
the  study  “How  Much  Information?” 
while  imagining  Mr.  Sagan  reciting  the 
numbers  on  the  production  of  informa¬ 
tion,  including  e-mail,  digital  production, 
videos,  DVDs,  CDs,  broadcast  outlets, 


photographs,  books  and  newspapers. 
Numbers  include: 

Documents  on  the  Web:  550  billion 
Photocopies  made  every  year  in  the 
United  States:  500  billion 

Copies  produced  on  copiers,  printers 


and  multifunction  machines:  15  trillion 
Photographs  taken  each  year  around 
the  world:  82  billion 

Pieces  of  mail  sent  by  the  U.S.  Post¬ 
al  Service  in  1998:  nearly  198  million 
E-mail  sent  in  2000:  500  billion  to 
600  billion 

The  authors  of  the  study,  professors  Hal 
Varian  and  Peter  Lyman  of  the  School  of 
Information  Management  &  Systems  at 
UC  Berkeley,  and  their  team  tallied  these 
statistics  on  information  production  and 
predict  a  coming  content  Big  Bang. 
According  to  the  study,  each  year  people 
produce  about  1.5  exabytes  of  unique 
information  in  print,  film,  optical  and  mag- 

Continued  on  Page  34 
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The  now  familiar  TERABYTE  is  1,024  gigabytes,  equivalent  to 
all. the  X-ray  films  in  a  large  technological  hospital:  the  increasingly 
common  PETABYTE  is  1,024  terabytes— that's  a  quadrillion 
bytes,  equal  to  about  half  of  all  U.S.  academic  research  libraries.  Info 
inflation  brings  us  to  the  EXABYTE  equal  to  1.024  petabytes  or 
half  the  total  volume  of  information  generated  worldwide  annually. 
Be  prepared  for  more,  with  a  ZETTABYTE  standing  for  1,024 
exabytes,  and  a  YOTTABYTE  for  1,024  zettabytes,  or  10;  4  bytes. 
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Get  e-business  help  when  you  need  it.  Hey,  we  feel  your  pain. 


Micronpc.com  is  where  you  can  get  all  the  key  building  blocks  for  your  e-business  in  one  place. 

And  one  person,  your  one  point  of  contact,  will  walk  you  through  the  entire  process. 
And  they'll  introduce  you  to  the  doorway  to  your  e-business,  our  ClientPro®  CN  desktop, 
which  features  the  Intel®  Pentium®  III  processor.  Start  making  the  most 
of  e-business  today.  Visit  micronpc.com/hightech5  or  call  1-888-815-5054. 

Pentium®/ 
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micronpc.com 


Think  beyond  the  box" 


4 


trendlines 


Info  Big  Bang 

Continued  from  Page  32 

netic  content  worldwide — roughly  250MB  of 
new  information  for  every  man,  woman  and 
child.  (An  exabyte  is  a  billion  gigabytes,  or  10 111 
bytes.)  The  world’s  total  yearly  production  of 
content  would  require  roughly  1.5  billion  giga¬ 
bytes  of  storage.  “We  don’t  claim  accuracy 
down  to  the  last  bit,  but  we’re  pretty  confi¬ 
dent  that  we’ve  got  the  right  order  of  magni¬ 
tude,”  Varian  says. 

For  more  info  on  “How  Much  Informa¬ 
tion?”  go  to  www.sims.berkeley.edu/how- 
mucbinfo/index.btml.  For  heavy  information 
overload  go  to  www.sims.berkeley.edu/  how- 
much -info/how-much -info. pdf  and  download 
the  PDF  file,  which  is,  by  the  way,  about  100 
pages,  approximately  926K.  That’s  millions 
and  millions  of  bits. 


CRM 


Option  7 


TIRED  OF  VOICE  mail 
and  automated  customer  "care”? 

National  Discount  Brokers  in 
Jersey  City,  N.J.,  has  a  new  approach. 

Call  the  company’s  toll-free  num¬ 
ber— 800  888-3999.  Listen  to  all  the 
options  and  select  option  7.  No  pres¬ 
sure  sales,  no  waiting  through  irrelevant 
recorded  messages,  simply  a  friendly  voice 
that’s  just,  well,  ducky.  The  quacky— uh,  quirky 
corporate  greeting  started  out  as  filler  after 
streamlining  of  the  voice-mail  system 
yielded  one  empty  number.  The  calls  to 
option  7  grew  from  a  trickle  just  before 
Labor  Day  to  350,000  to  500,000  calls 
a  day  by  the  end  of  the  year. 


Maynard 
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The  internet  is  no  genius.  It’s  just  technology. 
Your  people  -  your  customers,  employees, 
and  suppliers  -  have  the  ideas.  Give  them 
PeopleSoft’s  new  generation  of  e-business 
applications,  and  they  may  have  a  few  thoughts 
about  making  your  company  more  competitive. 

CUSTOMERS  •  EMPLOYEES  •  SUPPLIERS 


People  power  the  internet. 


www.peoplesoft.com 


1.888.773.8277 


“We  should  empower  each 
family  with  a  $1,000- 
per-child  education  tax 
credit 


so  that  parents 
can  purchase  computers 
educational  software  or 
tutors 


for  their  children 


trendlines 


Washington 


Watch 


Now,  on  to  the 
Next  Election 

THE  CLAMOR  AFTER  Election  Day  to 
adopt  electronic  ballots  reflects  our 
collective  preference  for  whatever  is 
newest.  Whether  you  voted  for  Bush  or 
Gore,  you  have  to  wonder  why  we  use 
punch-card  ballots  when  they  ought  to  be 
resting  in  peace  with  living-room-size 
mainframes.  Flipping  little  levers?  How 
19th  century.  Literally,  those  machines 
were  first  used  in  1892.  From  the  begin¬ 
ning,  computing  has  been  driven  by  our 
need  to  count  and  calculate  faster  and 
more  accurately — which  is  what  we’re 
doing  when  we  tally  votes. 

We’re  not  talking  about  Internet 
voting,  which  isn’t  quite  ready  for  prime 
time,  but  about  using  computers  in 
polling  places.  Even  though  the  machines 
were  first  introduced  in  the  1980s,  only 
around  7  percent  of 
precincts  nationwide 
use  them,  according 
to  the  consultancy 
Election  Data  Ser¬ 
vices.  One  reason  is 
because  the  machines 
(generically  called 

Al  Gore  direct  recording 

electronics  or  DREs), 

which  enable  voters  to  enter  their  choices 

into  a  computer  that  records  them  on  a 

diskette  or  tape,  are  more  expensive  than 

older  technologies. 

Yet  there  are  some  strong  arguments  in 
their  favor.  They  don’t  let  you  vote  twice, 
and  they  prompt  you  to  vote  if  you  leave 
a  box  blank.  There  are  no  hanging  chads, 
no  double  votes,  no  paper  to  misfeed  or 
misread.  “The  types  of  errors  that  do  tend 


By  Elana  Varon 


|  si  a  } 

_ nft  jf  i  Robert  C.  Rassa, 

George  W.  Bush  Systems  Co.  and 
chairman  of  the 
Institute  of  Electrical  and  Electronics 
Engineers  Instrumentation  and  Mea¬ 
surement  Society’s  technical  and  stan¬ 
dards  activities  committee. 

Rassa  thinks  DREs  are  the  most 
accurate  of  the  voting  machines  on  the 
market.  “The  voting  process  is  extremely 
simple  data  entry,  and  DREs  are  config¬ 
ured  to  prevent  data  entry  error,”  he  says. 
Charlotte  Cleary,  who  administers 
elections  for  Arlington  County,  Va., 
agrees.  She  bought  DREs  a  decade  ago 
and  says,  “I  don’t  know  anyone  in  the 
business  who  says  we  don’t  need  to 
[adopt  these  systems].” 

But  electronic  ballots  aren’t  a 
cure-all,  says  Deborah 
Phillips,  president  of  the 
nonprofit  Voting  Integrity 
Project,  an  election  watchdog 
group.  She  thinks  local  election 
boards  should  choose  technol¬ 
ogy  that  best  suits  voters.  If 
they  aren’t  comfortable  with  the 
machines,  they  might  not  vote. 

Phillips  thinks  election 
officials  can  promote  more 
accurate  tallies  simply  by 
establishing  procedures  that 
control  human  errors,  like 
having  enough  poll  workers 
around  to  show  voters  how  to 
use  their  ballots.  A  dozen  years 
ago,  a  study  sponsored  by  the 


nonprofit  Markle  Foundation  said  as 
much.  “An  Election  Administrator’s 
Guide  to  Computerized  Voting  Systems” 
found  even  those  infamous  punch  cards 
were  accurate  if  the  election  was 
“soundly  managed  and  adequately 
staffed.” 

Mark  Wolosik,  the  election  division 
manager  for  Allegheny  County,  Pa. 

(which  includes  Pittsburgh),  says  he’d  like 
to  get  rid  of  the  lever  machines  the  county 
has  used  since  the  1960s.  But  he  would 
need  at  least  $12  million  to  outfit  the 
county  with  3,000  DREs  that  would  be 
used  only  twice  a  year.  He  says  he’s  talked 
informally  with  the  county’s  CIO  about 
the  project,  and  it  isn’t  a  top  priority. 

In  Congress,  Sen.  Arlen  Specter 
_  <R-Pa.)  and  Reps. 

‘  ’  '*  Peter  DeFazio 

S|  (D-Ore.)  and  Jim 

iy?  Leach  (R-lowa) 

f  have  called  for  com- 

■  I  m  missions  to  study 

-  i ./  rmi'iiL  V*  \  J 

jft  whether  there  should 
#  TO*  de  national  standards 

for  technology  used 
in  federal  elections. 

It’s  unclear  whether  Congress  would  ever 
mandate  that  local  governments  buy  new 
voting  machines,  but  if  they  did,  officials 
like  Cleary  and  Wolosik  would  want  the 
feds  to  come  up  with  some  cash. 

What  value  do  you  place  on  ensuring  that 
everyone’s  vote  really  counts?  How  much  are  you 
willing  to  pay  for  that?  Send  your  news  and  views 
about  IT  policy  issues  to  washington@cio.com. 


Arlen  Specter 
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Don  Knisley,  Network  Engineer,  US  Air  Force 
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Ease  of  Use 

•  Auto-sensing  1 0Base-T/1  OOBase-TX 
Ethernet 

•  Automatic  recognition  of 
network  types/clients 

•  Supports  DHCP,  BOOTP  and  RARP 

•  Configuration  via  Web  browser 

Features 

•  Embedded  OS 
(unlimited  user  license) 

•  Pentium-class  processor 

•  Ultra  ATA  hard  drives 

•  RAID  5,  1  or  0 

•  Easily  supports  100  or  more  clients 

Compatibility 

•  Simultaneous  support  for  Windows 
2000,  NT,  NetWare,  UNIX,  Linux  and 
Macintosh  networks  and  clients 
across  TCP/IP,  IPX,  NetBEUI  and 
AppleTalk  networks 

Network  Backup 

•  Compatible  with  Windows  and 
NetWare  backup  software,  including 
Veritas  Backup  Exec,  Computer 
Associates  ARCservelT  and  Microsoft 
backup  software  for  Windows 
95/98/NT/2000 

Network  Security 

•  Integrates  with  Microsoft  Domain 
Controllers  or  local  user  list 

Guarantee 

•  Unconditional  30-day  money-back 
guarantee,  plus  3-year  parts 

and  labor 


Price  (msrp) 

Model  4100  (240GB) .  $4,499 

Model  4100  (120GB) .  $2,999 

Model  2000  (60GB) .  $1,699 

Model  1000  (30GB) .  $799 

Model  1000  (15GB) .  $499 


Snap  Servers  are  engineered  for  one  purpose:  file  sharing.  That’s  why  Don 
could  have  a  Snap  Server  2000  up  and  running  on  a  LAN  in  43  seconds! 

“If  I  had  the  choice  of  installing  an  NT  server  for  network  storage  or  a  Snap 
Server,  I’d  pick  the  Snap  Server,”  says  Don.  “It’s  fast,  easy  and  the  browser 
configuration  tool  is  very  intuitive.”  Visit  www.snapappliances.com/install  to 
read  Don’s  story  and  virtually  install  a  Snap  Server  yourself. 

For  a  fraction  of  the  cost  of  a  file  server,  a  Snap  Server  easily  adds  up  to  240GB 
to  your  LAN  -  ideal  for  remote  offices,  departments  or  workgroups.  According  to 
a  recent  PC  Data  report,  4  out  of  5  workgroup  network  attached  storage  (NAS) 
servers  sold  are  Snap  Servers  and  they  are  also  the  most  awarded  NAS  products 
on  the  market  today.  So  go  with  the  Industry  Standard.  Snap  Server. 
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www.snapappliances.com 
1.888. 343. SNAP 


May  2000 


©  2000  Snap  Appliances,  Inc.  All  rights  reserved  worldwide.  All  other  product  names  are  trademarks  of  the  respective  companies.  Leadership  sales  claim  based  on  PC  Data  report,  June  2000  for  hard  disk  workgroup  NAS  products  under  $5,000. 


IF  YOU’RE  A  CIO  WHO’S  EVER 

CONTEMPLATED  AN  EASIER  LINE  OF 


WORK  - 

It's  summer  in  Lake  Como.  You  and  your 
better  half  are  enjoying  your  first  vacation  in 
years.  You're  on  the  hotel  balcony,  drinks  in 
hand,  settled  in  for  a  spectacular  sunset. 

And  then  the  phone  rings.  All  the  voice 
on  the  other  end  wants  to  know  is  this:  "Why 
the  hell  is  our  site  down?" 

Welcome  to  life  in  the  digital  age. 

Remember  when  they  said  the  Internet 
was  going  to  make  everyone's  life  easier? 
For  some  reason,  it's  had  the  opposite  effect 
on  yours. 

The  fact  is,  keeping  a  site  up  24-7  is  a 
24-7  job.  And  things  won't  cool  off  anytime 
soon.  As  your  business  expands  and  your 
Internet  presence  becomes  more  complex, 
the  opportunity  for  crashes  will  only 
increase. 

Is  there  a  light  at  the  end  of  this  tunnel? 
One  that  doesn't  involve  a  change  in  career? 

Yes.  It's  provided  by  a  new  company 
called  AppGenesys.  Technically  speaking, 
we're  an  Internet  infrastructure  manage¬ 
ment  provider.  But  as  far  as  CIO's  are  con¬ 
cerned,  we're  in  the  vacation  business. 


SAY,  BRAIN  SURGERY 

OPEN  AND  SCALEABLE 
(OR:  "HOW  TO  HANDLE  VERSION  2.0+") 

The  evolution  of  every  website  is  essen¬ 
tially  the  same.  A  developer  is  hired  to  create 
the  user  experience.  Someone  else  is  brought 
on  to  deploy  it.  A  third  party  assumes  respon¬ 
sibility  for  hosting  it.  And  before  you  know  it, 
things  get  complicated  to  a  dizzying  degree. 
(Incredible,  but  true:  the  average  site  involves 


READ  ON. 

the  handiwork  of  49  different  vendors.) 

Now,  most  Internet  solutions  companies 
offer  a  simple  way  to  bring  this  maze  of  hard¬ 
ware,  software  and  duct  tape  under  control: 
chuck  it  all  and  start  from  scratch. 

If  that  strikes  you  as  impractical,  con¬ 
sider  AppGenesys. 

Unlike  other  solutions  providers,  the 
tools  we  bring  to  the  table  are  not  only  best 


©2000  AppGenesys,  Inc. 


)f  breed  and  pre-optimized,  they're  open. 

Which  means  from  Day  One  they'll  work 
-eamlessly  and  effectively  with  any  systems 
/ou  might  already  have. 

Not  only  that,  the  solutions  we  provide 
are  designed  to  grow  with  your  business. 
They're  scaleable.  Which  means  we  handle  the 
jn predictability  of  e-business.  If  your  busi¬ 
ness  expands  or  retracts,  you  can  simply  add 
an  -  or  take  away  -  technologies  as  needed. 

AUTOMATED  STANDARDS  ARE  BETTER  (NOT 
TO  MENTION  FASTER  AND  MORE  RELIABLE) 

100  years  ago,  automobiles  were  essen¬ 
tially  made  from  scratch.  Not  surprisingly, 
they  were  also  incredibly  expensive,  took  for¬ 
ever  to  build,  and  it  was  almost  impossible  to 
find  spare  parts. 

Today,  interestingly  enough,  the 
Internet  finds  itself  in  the  same  situation. 
Most  solutions  are  non-standard  solutions. 
And,  as  above,  they're  costly,  slow  in  com¬ 
ing,  and  difficult  to  maintain. 

At  AppGenesys,  however,  we  take  an 
automated  approach.  You  pick  the  particular 
technologies  you  need  from  our  collection  of 


pre-built,  pre-tested  infra¬ 
structure  stacks,  and,  with 
some  configuration  work, 
you're  good  to  go.  The  result? 

Like  a  contemporary  automo¬ 
bile,  a  product  that's  func¬ 
tional,  affordable,  and  emi¬ 
nently  dependable. 

TESTING  AND  MONITORING  (WHAT  GOOD 
IS  THE  BEST  SYSTEM  IF  IT  DOESN'T  WORK?) 

The  good  news:  after  millions  of  dollars 
and  perhaps  even  more  man  hours,  your  daz¬ 
zling  new  website  is  finally  up  and  running. 
The  bad  news:  now  you've  got  to  find  out  if 
the  thing  really  performs. 

Unfortunately,  there's  only  one  way  to  do 
this:  call  up  everyone  and  their  brother,  ask 
them  to  log  on,  and  see  what  happens,  right? 

Wrong.  At  AppGenesys,  we  leave  your 
current  site  alone  and  let  it  keep  doing  what 


AppGenesys" 


it's  supposed  to. 

To  gauge  its  capabilities,  we 
clone  your  site,  and  see  how  that 
handles  the  stress  of  peak  "real 
world"  conditions. 

In  this  way,  we  get  the  time 
and  flexibility  to  pinpoint  any 
performance  problems  and  correct  them  -  all 
without  depriving  your  actual  site  of  a  mil¬ 
lisecond  of  uptime.  And  once  we've  tested 
the  site,  we'll  know  the  key  applications  to 
monitor  so  we  can  help  to  prevent  further 
problems  down  the  road. 

There  is,  in  closing,  one  last  feature 
AppGenesys  provides  that  other  Internet  solu¬ 
tions  providers  don't:  the  badge  that  declares 
your  system  to  be  AppGenesys  certified.  What 
exactly  does  that  phrase  mean? 

That  our  solutions  are  certified  to  be 
open.  Certified  to  be  modular.  And  certified 
to  be  scaleable. 

But  most  importantly  of  all,  they're  cer¬ 
tified  to  be  reliable. 

For  more  information,  please  log  onto 
www.appgenesys.com. 
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CERTIFIED  INTERNET  INFRASTRUCTURE 
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Field  Guide 
to  the  Nerds 


By  Sandy  Kendall 


DON'T  LOOK  NOW,  but  while  you’re  going  about  your 
busy  day,  being  Lee  or  Chris  or  Terry  or  whoever  you  are — 
a  unique  human  being  with  a  whole  universe  of  associations, 
connections,  abilities,  interests... and  incidentally  a  profes¬ 
sion  as  a  technology  executive — you’re  being  studied. 
Researchers  are  compiling  ethnographic,  sociologic  and  other  kinds  of 
profiles  in  an  effort  to  understand  the  elusive  creature  that  is  you.  A 
few  of  these  investigators,  such  as  the  consultancy  Gartner  Group  in 
Stamford,  Conn.,  and  the  executive  search  agency  John  J.  Davis  & 
Associates  in  New  York  City,  have  come  up  with  their  own  field  guides 
to  spotting  CIOs  in  the  wild. 

Gartner  Group  points  out  these  four  species  of  the  CIO  genus: 

The  Strategist  shapes  top-level  business  needs  and  expectations  across 
the  company  but  doesn’t  implement. 

The  Chief  Technology  Officer  ensures  that  technology  services  are  as 
cost-effective  as  possible,  including  taking  full  advantage  of  sourcing 
opportunities. 

The  Opportunist  finds  new  business  opportunities,  especially  those 
driven  by  e-business  and  emerging  technology. 

The  Departmental  CIO  directs  IT  for  a  business  unit  within  a  larger 
company.  This  CIO  shapes  expectations  and  delivers  specific  services 
to  the  business  unit. 

Davis  &  Associates  finds  similar  species,  but  has  a  different  naming 
convention: 

The  Plumber  manages  IT  purely  as  a  support  function,  like  plumbing. 
His  company’s  approach  to  technology  is  purely  utilitarian,  and  his  IT 
spending  is  limited. 

The  Wizard  is  supposed  to  solve  all  of  a  company’s  problems  through 
IT.  Senior  managers  tend  to  believe  all  they  read  about  IT  and  have 
abstract  or  overly  ambitious  expectations  about  what  their  CIO  might 
achieve.  Also  sometimes  known  as  visionaries,  these  creatures  are  still 
much  in  demand. 

The  Businessperson  has  a  command  of  the  technology,  but  also  a  firm 
focus  on  the  company’s  business  strategy,  especially  the  bottom  line. 

In  all  seriousness,  if  you  are  looking  for  a  new  position,  or  redefin¬ 
ing  your  current  one,  find  out  just  what  breed  of  CIO  your  organization 
is  looking  for,  and  consider  carefully  whether  that  is  you. 


son,e<tf 

clean  »T. 


Tke  Wizard 


The  Strategist  | 


THE  ANTIVIRUS  PROVIDER  Sophos  of 
Wakefield,  Mass.,  recently  released  the  list  of  most 
frequent  viral  infections  it  tracked  in  November 
2000.  No.  l-ranked  Apology  works  by  preventing 
infected  users  from  downloading  antiviral  protec¬ 
tion.  “The  Christmas  virus  Navidad  rocketed  into 
the  No.  2  slot,”  says  Graham  Cluley,  senior  technol¬ 
ogy  consultant  at  Sophos.  “But  it  really  shouldn't 
have— the  message  not  to  open  unsolicited  e-mail 
attachments  still  needs  to  be  pushed  home." 


NAME 

W32/Apology-B 

W32/Navidad 

VBS/Kakworm 

VBS/LoveLet-G 

VBS/LoveLet-AS 

W32/Flcss 

W32/Qaz 

XM97/Jini-B 

W32/Ska-Happy99 

W32/Pretty 


PERCENT 

OCCURRENCE 


“The  internet  is  hyper-word-of-mouth,  which  has  always 

BEEN  THE  MOST  EFFECTIVE  MEDIUM." 

-Douglas  Atkin,  partner  and  head  of  strategic  planning,  Merkley  Newman  Harty  in  Manhattan,  N.Y. 
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How  does  eBay  detect  and  diagnose 
the  performance  of  their  eBusiness 
infrastructure? 

ProactiveNet. 


With  timely  insight  and  accurate  data ,  ProactiveNet  reduces 
the  time  eBay  spends  diagnosing  potential  performance 
bottlenecks. 

So  what  are  you  using? 


ProactiveNet 

••••••  •  •  •  #  f 

Insight  so  Timely,  It’s  Proactive™ 


For  more  information,  visit  www.proactivenet.com 
or  call  (877)  277-6686. 
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Off  the 
Shelf 


Another  Look 


Edited  by  Carol  Zarrow 


can  be  applied  to  any  company  set  on 
competing  globally.  -Megan  Santosus 


CIO  Best-Seller  List 

5. 

Telecosm:  How  Infinite  Bandwidth  Will 
Revolutionize  Our  World 
by  George  Gilder 
The  Free  Press,  2000 

4. 

The  One  Minute  Manager 
by  Kenneth  H.  Blanchard 
Jossey-Bass,  1982 


Can  Japan  Compete? 

By  Michael  Porter,  Hirotaka  Takeuchi 
and  Mariko  Sakakibara 

Basic  Books  and  Perseus  Publishing,  2000, 
$27.50 

When  Japan’s  economic  strength  first 
began  to  waver  in  the  mid-1990s,  pundits 
suddenly  began  questioning  the  proper 
role  of  the  government  in  economic 
affairs:  If  government  policies  had  been 
responsible  for  Japan’s  competitive 
stature,  why  the  sudden  and  precipitous 
reversal  of  fortune? 

That  question  is  at  the  heart  of  Can 
Japan  Compete?  Originally  published  in 
Japanese,  the  chart-heavy  book  offers 
many  data  points  to  buttress  its  argu¬ 
ments.  Yet  more  convincing  are  its  nu¬ 
merous  case  studies  in  which  the  authors 
poke  holes  in  the  idea  that  heavy-handed 
government  policies  were  responsible  for 
Japan’s  economic  muscle. 

The  authors  also  attack  the  soundness 
of  Japanese  management  practices  such 
as  lean  manufacturing,  total  quality 

management  and  leader¬ 
ship  by  consensus.  The 
^  K  Vl  discussion  of  these  prin- 
X*  YH  ciples — and  why  they’ve 

failed — may  be  particu¬ 
larly  enlightening  to 
American  business 
leaders  who  tried  to 
instill  them  in  their 
own  companies. 
Despite  the  over¬ 
all  academic  tone 
of  the  book,  the 
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authors  present  an 
argument  for  a 
renewed  Japan  that 


And... 

Spooked:  Espionage  in 
Corporate  America 
By  Adam  Penenberg 
and  Marc  Barry 

Perseus  Publishing, 

2000,  $26 
Corporate  espionage  is  a  great  topic 
for  a  book:  Like  cybersex,  it  commands 
immediate  attention.  Spooked’ s  authors 
provide  an  overview  of  the  problem  in 
their  first  chapter.  A  later  chapter  on 
espionage  in  cyberspace  is  also  entertain¬ 
ing.  The  rest  of  the  book,  however,  is  a 
hodgepodge  of  unconnected  information. 
The  authors  can’t  seem  to  decide  whether 
this  is  a  book  about  espionage  at  manu¬ 
facturer  Avery  Dennison  or  about 
corporate  espionage  generally.  Spooked 
ends  up  being  neither.  -Alison  Bass 


3. 

First,  Break  All  the  Rules: 

What  the  World’s  Greatest 
Managers  Do  Differently 
by  Marcus  Buckingham  and 
Curt  Coffman 
Simon  &  Schuster,  1999 

2. 

The  Tipping  Point:  How  Little  Things 
Can  Make  a  Big  Difference 
by  Malcolm  Gladwell 
Little,  Brown  &  Co.,  2000 

1. 

When  Genius  Failed:  The  Rise  and  Fall 
of  Long-Term  Capital  Management 
by  Roger  Lowenstein 
Random  House,  2000 

SOURCE:  DATA  FROM  WEEK  OF  NOV.  27,  2000. 
COMPILED  BY  BORDERS  GROUP,  ANN  ARBOR.  MICH. 

TELL  US  what  you’re  reading 
at  books@cio.com. 


What  They  re  Reading 

Paul  Desisto,  CIO,  U.S.  Coast  Guard  Electronic  Systems  Support  Unit*,  Boston  Tom  Peters 

and  Dean  LeBaron,  The  Circle  of  Innovation:  You  Can’t  Shrink  Your  Way  to  Greatness  (Alfred 
A.  Knopf,  1997)  “A  CIO’s  success  can  be  just  as  dependent  on  his  ability  to  understand  man¬ 
agement  trends  as  on  his  technical  abilities." 

Tal  Elyashiv,  vice  president  and  senior  business  information  officer  for  business  operations, 
Capital  One  Financial  Corp.*,  Falls  Church,  Va.  Vivek  Ranadive  and  Scott  McNealy,  The 
Power  of  Now  (McGraw-Hill,  1999)  "Being  an  event-driven  business  means  much  more 
than  doing  things  faster.  This  book  discusses  the  impact  of  the  interactive  nature  of  cus¬ 
tomer  communication." 

*2000  CIO-100  honoree 
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WE’VE  GOT  JUST  ONE  SMALL  DETAIL  FOR  YOU  TO  CONSIDER  WHEN  YOU  PLAN  FOR  BUSINESS  CONTINUITY 


Bit 


SUNG ARD  SECURE 

THE  NET  BENEATH  YOU. 


It  could  be  a  fire.The  worst  storm  in  decades.  Or  a  deadly  virus.  But  when  it  hits,  it 
could  knock  out  your  system  for  hours,  even  days.  And  you  know  how  much  that  could 
cost.  Unless  you  have  the  right  business  continuity  plan  in  place.  SunGard  can  help, 
with  a  range  of  highly  responsive,  surprisingly  affordable  options.  (You  will  even  spend 
less  on  a  pre-configured  SunGard  recovery  package  than  you  would  to  buy  a  backup 
server.)  And  now  we  apply  our  disaster  recovery  experience  and  aggressive  pricing  to 
your  other  critical  business  needs.  With  SunGard’s  Internet  and  high-availability  services, 
the  people  who  need  it  always  have  access  to  your  company’s  information.  Call  us  or 
visit  us  online  now.  you'll  get  our  sungard  mousepad  with 
wrist  support,  free.  Then  relax.  When  plan  B  fails,  SunGard  won’t. 


1-800-468-7483  EXT.  246  OR 
WWW.SUNGARDRESPONSE.COM/ADV 


SUNGARD 
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MARKETING 


Fewer  Hail 


Marys 


By  Matt  Villano 


BEER  AND  BUFFALO  wings.  Halftime  “entertain¬ 
ment.”  And  of  course,  those  wacky  ads.  Yes,  it’s  time 
for  the  Super  Bowl,  that  pinnacle  of  American  media 
hype.  Whichever  teams  participate  in  the  game  itself 
(does  it  really  matter  anymore?),  you  can  bet  that  those 
few  glorious  hours  on  Jan.  28  should  prove  to  be  quite  an  event. 
Too  bad  most  high-tech  and  dotcom  companies  will  be  spending 
it  on  the  bench.  Or  on  the  injured  reserve  list. 

Last  year,  those  companies  saturated  the  Super  Bowl  with  adver¬ 
tisements,  paying  as  much  as  $3  million  for  a  30-second  spot, 
accounting  for  nearly  half  of  the  42  advertisers’  ads  that  ran  during 
the  game.  This  year,  however,  ad  industry  experts  expect  a  smaller 
showing  because  of  a  slumping  stock  market  and  a  new  empha¬ 
sis  on  (gasp!)  revenue.  Fewer  than  10  dotcoms  will  advertise  during 


Bot’em  Dollars 

By  Angela  Genusa 

BY  CHRISTMAS  2010,  billions  of  autonomous  software  agents 
are  expected  to  be  roaming  the  Web  year-round.  Researchers  be¬ 
lieve  these  shopbots  will  transform  e-commerce,  shopping  for  goods 
and  services  for  people  and  companies.  Consumers  already  use 
rudimentary  bots  on  comparison-shopping  sites  that  query  multiple 
retailers  and  retrieve  prices  and  other  information  for  users.  Some 
bots  attend  online  auctions  for  buyers  and  bid  on  their  behalf. 

Researchers  are  now  designing  bots  to  handle  complicated  pricing  algorithms  and 
complex  automated  tasks,  such  as  stock  market  trading,  travel  arranging,  and  purchas¬ 
ing  and  procurement  between  companies.  Because  these  intelligent  agents  will  be  act¬ 
ing  as  economic  decision  makers,  researchers  want  to  know  more  about  bot  behavior 
before  they’re  turned  loose  on  the  Web.  Jeff  Kephart  is  manager  of  the  Agents  and 
Emergent  Phenomena  Group  at  the  IBM  Thomas  J.  Watson  Research  Center  in 
Hawthorne,  N.Y.  He  and  his  colleagues  study  the  collective  behavior  of  models  of  large 
populations  of  software  agents.  He  says,  "If  you’re  going  to  introduce  a  new  species 
into  the  world’s  ecosystem,  it’s  prudent  to  understand  the  consequences." 

Researchers  found  that  bots  tend  to  incite  price  wars  by  compulsively  undercutting 
each  other.  Kephart  is  optimistic  that  researchers  can  write  out  bad  behavior  and  con¬ 
struct  an  entire  economy  of  super  agents  that  support  one  another— and  human 
beings.  “A  decade  from  now,  almost  every  person  and  company  will  be  represented  by 
one  of  these  agents,"  he  says.  “  The  possibilities  are  really  mind-boggling." 

For  more  information  on  IBM's  bot  research,  see  www.research.ibm.com/infoecon. 


this  year’s  big  game,  according  to  Greg  Kyle,  president  of  Pegasus 
Research,  a  New  York  City-based  advertising  think  tank,  and 
those  that  do  will  be  veteran  players  such  as  E-Trade  and 
Monster.com. 

“We’re  planning  for  a  much  different  climate  than  the  one  we 
saw  last  year,”  says  Kyle.  “It’s  a  huge  gamble  to  spend  the  money 
when  you’re  not  even  certain  you  can  turn  a  profit.  Why  would 
these  companies  take  the  risk?” 

This  risk  is  not  new,  but  as  Kyle  explains,  many  rookie  dotcoms 

are  refocusing  their  marketing 
strategies,  and  blowing  their  wad 
on  a  one  shot,  “Hail  Mary  pass”  ad 
suddenly  seems  passe.  Even  those 
still  in  the  game  are  playing  with 
strategy,  not  just  guts.  For  exam¬ 
ple,  last  year,  HotJobs.com  pur¬ 
chased  one  ad  to  run  during  the 
third  quarter  for  $2.2  million.  Marc 
Karasu,  director  of  advertising  and 
consumer  marketing,  says  the  com¬ 
pany  plans  to  increase  the  budget 
this  year,  spending  $2.4  million.  But 
with  that  10  percent  increase  it  will 
get  four  times  the  exposure:  one  in¬ 
game  ad  and  three  ads  before  the 
game  begins.  “People  are  gathered 
around  the  TV  for  a  large  portion 
of  the  day,”  he  says.  “We  figured 
we  could  get  just  as  much  bang  for 
our  bucks  if  we  spread  it  out.” 

Who’ll  fill  the  in-game  adver¬ 
tising  void?  More  buddies  whas- 
supping?  No  doubt.  Kyle  predicts 
traditional  companies  will  swoop 
in,  purchasing  more  airtime  than 
ever  before.  Already,  he  says,  a 
half-dozen  car  manufacturers  have 
signed  up  with  CBS,  as  well  as 
financial  services  companies  such 
as  Charles  Schwab  and  Fidelity 
Investments. 
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J^yocera  Mita  LjCOSYS'  )  Printers  deliver  the  lowest  Total  Cost  of  Ownership  in  the  industry.  Our 
exclusive  amorphous  silicon  drum  lasts  up  to  30  times  longer  than  conventional  drums.  It 

requires  only  inexpensive  toner  replacement,  which  translates  to  lower  overall  operating  costs 
and  the  lowest  printing  cost  per  page.  That  means  you're  saving  money  with  every  page  you  print. 

The  competition 
is  taking  a  closer 

look  at  TCO. 


That’s  because 
they’ve  seen  ours. 

Lowest  total  cost  of  ownership  is  an  important  factor  in  the  future  of  digital  documents,  that's  why  we've  had 
it  all  along.  And  now  our  competitors  are  beginning  to  take  an  interest  in  our  numbers.  Maybe 
you  should  too.  Call  Kyocera  Mita  today  to  see  how  our  TCO  can  affect  your  bottom  line. 


eg  i<y  ocERa 

mita 


Call  1-800-2ECOSYS  (232-6797)  for  the  name  of  the 
Kyocera  Mita  dealer  near  you.  Or  visit  kyoceramita.com 
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iN  novation  you  can  count  on 


is  innovation 


Intelligent 
.Microimage  Seamier 


Digital 

Art  hive  Writer 


Scanner  If 00 


Scanner  lf90C 


you  can  count  on. 


To  capture,  access, 
and  preserve  critical 
info  r  m  at  ion. 


In  color. 

In  black  and  white. 


In  paper 

and  digital  form. 


iN  is  innovative 
technology  that  lets 
you  w  o  r  k  f a  s  t  e  r, 
smarter,  and  easier. 


And  service  that’s 
always  there  when 
you  need  it. 


iN  is  the  future. 


Visit  us  today  at 
www.kodak.com  >zo  docimaging-iN 

to  find  out  how  we  can 
take  you  there. 


Ask  the  Expert 

We  re  Not  Experts  on  This,  but  We  Know  Someone  Who  Is 


Getting  Creative 

with  IT 

Greg  Holladay,  CIO  for  Los  Angeles-based 
TBWA/Chiat/Day  advertising  agency,  answered  readers’ 
questions  on  CIO.com  about  how  to  encourage  creative 

problem  solving  in  an  IS  staff 

Q:  I  moved  (or  was  asked  to  move)  to  IS  about  eight  months 
ago  and  had  never  touched  a  PC— only  Macs.  I  work  with  a 
bunch  of  technical  people,  but  my  true  passion  is  in  the  cre¬ 
ative  realm.  In  my  singular  role  in  IS,  I  am  a  project  manager, 
technical  administrator  for  my  NT  server,  client  liaison,  multi- 
media  developer,  copywriter,  Web  designer,  photographer,  strate¬ 
gic  planner,  policy  drafter  and  music  composer.  How  does  a 
creative  IS  person  mesh  and  connect  with  technical  IS  folk?  After 
eight  months  I  feel  like  I’ve  earned  my  stripes  here,  but  I  get 
the  feeling  that  most  people  feel  that  I’m  still  somehow  differ¬ 
ent.  Can  you  offer  any  advice? 

A:  Integrating  technology  is  sometimes  easier  than  integrat¬ 
ing  IS  staff.  One  of  my  most  challenging  tasks  is  to  create 
an  environment  that  not  only  nurtures  the  individual  but  the 
group  dynamic  as  well.  The  ability  to  thrive  in  a  unique  envi¬ 
ronment  and  really  be  a  part  of  the  group  is  sometimes  more 
important  than  technical  expertise.  We  don’t  hire  people 
who  think  only  a  certain  way.  My  point  is  that  it’s  impor¬ 
tant  that  everyone  in  the  group  be  open  to  new  ideas,  differ¬ 


ing  opinions  and  other  points  of  view.  Communication  is 
the  best  remedy  for  lack  of  understanding.  One  idea  might 
be  to  share  your  unique  perspective  with  your  colleagues  in 
an  informal  setting.  If  they  get  to  know  you  better,  they  might 
better  appreciate  your  differences.  And  don’t  be  too  con¬ 
cerned  that  because  they  don’t  share  that  perspective,  they 
don’t  respect  it.  We  all  bring  different  things  to  the  table.  A 
smart  manager  recognizes  that  a  healthy  blend  of  opinions 
and  approaches  strengthens  the  group.  It  also  helps  us  to 
better  understand  the  diverse  personalities  and  needs  of  the 
user  base. 

Q:  I  am  a  manager  in  the  IS  department  for  one  of  the  Big  Five 
accounting  companies.  How  would  you  approach  the  introduc¬ 
tion  of  creative  management  methods  in  an  old-school  busi¬ 
ness  environment? 
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LOOK  AT  SALES.  LOOK  AT  INVENTORY.  LOOK  AT  PROFITABILITY.  REALIZE  YOU  HAVE  LIE  IN  WAIT. 

THE  POWER  TO 
OWN  THE  MARKET 
AND  ACHIEVE  GLOBAL 
DOMINATION. 


UAJiriRM 


5  V  I  ou  live  for  this  moment.  When  your  business  vision  becomes  sharply  focused  and  you  find  a  new  source  of  value  staring  you 
in  the  face.  At  Cognos,  our  mission  is  to  deliver  this  moment  again  and  again.  We  call  it  The  Cognos  Moment.  And  it  happens  in 
thousands  of  companies  every  day,  driving  their  e-business  strategy  and  success.  Our  world-leading  business  intelligence  software 
solution  gives  you  an  immediate,  enterprise-wide  view  of  your  business.  Which  everyone  in  your  organization  can  use  to  create 
strategic  business  value,  instantly.  If  you’d  like  to  see  how  to  experience  a  Cognos  Moment,  visit  cognos.com/moment  today.  After  all, 
the  world  is  out  there  for  the  taking. 


Ask  the  Expert 


A:  TBWA/Chiat/Day  is  a  special  place.  Its  culture,  clients  and 
management  personality  all  define  the  environment,  and  the 
environment  dictates  the  role  of  IT.  I’m  lucky  that  I’m  at  a 
place  that  endorses  our  style.  But  every  environment  is  dif¬ 
ferent,  and  I  don’t  think  our  way  of  doing  things  would  work 
just  anywhere.  First,  I  would  determine  if  these  management 
methods  do,  indeed,  provide  benefit.  If  they  do,  I  can  offer 
two  suggestions.  The  first  is  to  articulate  the  benefits  to  the 
appropriate  management.  You’ll  know  shortly  whether  or 
not  the  company  is  open  to  change.  If  it’s  not,  our  approach 


The  ability  to  thrive  in  a  unique  environment  and 
really  be  a  part  of  the  group  is  sometimes  more 
important  than  technical  expertise.  It’s  important 
that  everyone  in  the  group  be  open  to  new  ideas, 
differing  opinions  and  other  points  of  view. 


offices.  From  a  desktop  point  of  view,  we  try  to  give  our 
users  as  much  flexibility  as  we  can.  We  try  to  never  lose  sight 
of  what  our  core  business  is:  creative  ideas.  IT  standards,  poli¬ 
cies  and  vision  should  fiercely  support  that.  Overall,  I  don’t 
know  that  you  can  have  “standard  standards.”  The  needs 
of  our  business  constantly  change.  I  think  you  just  have  to 
make  the  call  on  a  case-by-case  basis. 

Q:  We  have  a  staff  of  help-desk  agents  who  provide  phone  sup¬ 
port  for  computer-related  problems  for  internal  customers.  Can 

you  identify  some  key  recommenda¬ 
tions  that  I  can  apply  to  encourage  the 
staff  to  bring  their  ideas/creativity  for¬ 
ward.  This  has  been  difficult  to  ac¬ 
complish  given  the  demanding  call 
volume  and  heavy  workload.  It’s  easy 
for  them  to  get  caught  up  in  the 
everyday  fire  fighting  that  takes  place 
in  a  support  center. 


probably  wouldn’t  work  anyway.  The  second  is  to  start  small 
and  make  changes  that  management  wouldn’t  notice  or  be 
concerned  with.  Slowly  influence  not  only  management’s 
position  but  the  user  base  as  well.  Make  it  an  evolution,  not 
a  revolution. 

Q:  I  don’t  know  about  your  advertising  company,  but  my  agency 
has  offices  all  over  the  place.  How  do  you  create  and  enforce  cor¬ 
porate  standards  across  a  far-flung  enterprise  without  stifling 
local  creativity? 


Ask  the  Expert 

Have  a  question  about  the  effective 
use  of  extranets?  Eric  Hills,  president 
and  CEO  of  Austin,  Tex. -based 
Partnerware  will  be  available  to  offer 
you  advice.  Post  your  questions  for 
him  until  Jan.  31  at  www2.cio.com/ 
ClO/expert  or  e-mail  questions  to 
asktheexpert@cio.  com . 


cio.com 


A:  We  struggle  with  that  issue 
every  day.  From  an  infrastruc¬ 
ture  perspective,  I  believe  in 
absolute  standards.  Of  course, 
much  of  that  depends  on  how 
your  enterprise  infrastructure 
is  funded.  It’s  tough  to  ask  a 
small  office  to  pay  for  the  kind 
of  equipment  that  a  large  office 
requires.  In  that  regard,  we’re 
considering  tiered  standards 
based  on  office  size.  Another 
tactic  might  be  to  approach 
your  corporate  entity  about 
assisted  funding  to  the  smaller 


A:  I  think  most  people  have  opin¬ 
ions  and  ideas  about  how  things 
should  be.  We  just  have  to  provide 
them  with  the  appropriate  forum 
to  express  them.  It’s  your  responsibility  to  find  the  right 
time  and  place  for  your  staff  to  brainstorm  about  how  they 
might  retool  the  process.  Provide  them  with  some  comments 
or  questions  in  advance  that  can  help  spur  creative  think¬ 
ing.  If  you  do  this  during  office  hours,  it  should  be  without 
interruption.  Turn  off  all  the  phones  or  go  to  a  location  or 
space  where  you  won’t  be  disturbed.  It’s  important  to  get 
management  support,  however,  as  there  are  sure  to  be 
complaints.  Help  them  understand  that  the  small  investment 
of  time  now  will  pay  off  in  better  service  and  timesavings 
later.  If  taking  time  away  from  answering  support  calls  just 
isn’t  possible,  see  how  open  everyone  is  to  meeting  off-hours. 
Would  the  company  pay  for  a  retreat?  A  night  out,  per¬ 
haps?  If  not,  a  gathering  at  someone’s  house  would  work 
just  as  well.  I’m  a  big  fan  of  off-site,  off-hours  group 
meetings,  both  formal  and  informal,  business  and  social. 
Getting  everyone  out  of  the  office  environment  promotes 
thinking  and  ideas  beyond  the  confines  of  the  day-to-day 
processes.  It  also  provides  an  opportunity  for  the  group  to 
bond  in  a  way  that,  though  they  sit  with  each  other  for 
hours  every  day,  just  isn’t  possible  in  the 
work  environment. 

To  recommend  an  expert  for  this  column  or  to  sug¬ 
gest  a  topic,  e-mail  Senior  Writer  Daintry  Duffy  at 
dduffy@cio.com. 
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Can  you  imagine  a  last-minute  pitch  that  wins  your 
biggest  account  ever— thanks  to  connected  color  copiers? 


IKON’s  digital  solutions  help  any  work  team  do  more,  in  less  time  than  ever  before. 

Sometimes  a  window  of  opportunity  isn’t  open  long  enough  to  create  the  presentation  you  want,  or  add 
color  to  make  it  really  eye-catching.  But  IKON’s  digital  solutions  help  you  do  the  impossible,  with  the  output 
quality  and  speed  you  need.  With  networked  color  copiers  from  IKON,  you  cut  walking  time  and  waiting  time — and  have  more 
time  to  build  a  winning  presentation.  Let  IKON  help  you  communicate  your  business  information  more  effectively.  Visit 
www.ikon. com/connect,  or  call  1 -888-ASK-IKON  ext.  150. 
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Say  Yes,  IKON !  for:  Copiers,  Printers,  Facilities  Management,  Legal  Document  Services,  Business  Imaging,  Copying  and 
Printing,  e-Business  and  Document  Management  Solutions,  Network  and  Integration  Services,  and  Training  and  Certification  Services 


ll^pN 


The  Way  Business 
Gets  Communicated" 


©  IKON  Office  Solutions,  Inc  2000  IKON  Office  Solutions*  IKON:  The  Way  Business  Gets  Communicated  M  and  YES,  IKON!4”  are  trademarks 
of  IKON  Office  Solutions,  Inc. 
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13  MILLION  HITS  A  DAY 


Dell™  PowerApp. web™  Starting  at  $2,000 


Go  ahead  and  boost  your  Web  volume  up  into  the  stratosphere.  The  PowerApp. web™ 
Server  is  capable  of  supporting  up  to  13  million  static  hits  a  day. 

In  addition,  the  Dell™  PowerApp. web  Server  (1U  form  factor,  up  to  42  servers  in  a  rack) 
is  pre-configured  with  optimized  Red  Hat®  Linux™  or  Windows®  2000-based 
Web-hosting  applications,  up  to  1GB  100MHz  ECC  SDRAM,  embedded  NICs  and  feature 
Intel®  Pentium®  III  processors. 

These  servers  are  part  of  our  complete  line  of  Internet  products  and  services  including: 
two-  and  four-hour  On-site  Service3,  Technical  Consulting  and  Flexible  Financing. 


pentium®/// 


D&.L 

877.985.3355  www.dell.com 


Fine  Print 

What  You  Don't  Know  Can  Hurt  You 


Not  All 
E-Signatures 
Are  Equal 

Are  digital  signatures  right  for  your  e-business? 

BY  MARCELO  HALPERN 

THERE’S  BEEN  A  lot  of  hype  surrounding  the  new  “e-sign”  law  (offi¬ 
cially  known  as  the  Electronic  Signature  in  Global  and 
National  Commerce  Act),  which  gives  electronic  and  digital 
signatures  the  legal  enforceability  of  handwritten  signatures. 
Whether  the  law — which  took  effect  in  October  2000 — 
ignites  an  explosion  of  worry-free  online  business  transac¬ 
tions  or  lays  a  minefield  of  privacy  and  security  traps,  one 
thing  is  clear:  By  legitimizing  electronic  and  digital  signatures, 
the  federal  government  has  moved  e-commerce  a  step  for¬ 
ward  and  created  important  choices  for  CIOs.  Perhaps  the 
most  important  choice  CIOs  face  is  whether  to  use  simple 
electronic  signatures  or  the  more  secure  but  more  costly  dig¬ 
ital  signatures. 

The  act,  which  President  Clinton  signed  in  June  2000,  gives 
CIOs  a  lot  of  leeway  in  terms  of  the  electronic-signature  tech¬ 
nology  they  can  use.  It  broadly  defines  an  electronic  signa¬ 
ture  as  “an  electronic  sound,  symbol  or  process”  executed  or 
adopted  with  the  intent  to  sign  a  contract  or  record,  and  the 
law  doesn’t  give  examples  of  specific  technologies.  Valid  elec¬ 
tronic  signatures  might  include  such  things  as  text  blocks  at 
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the  end  of  an  e-mail,  click-through  agreements,  digitized 
images  of  handwritten  signatures,  user  names  and  passwords, 
and  digital  signatures. 

Regardless  of  their  legal  validity,  not  all  electronic  signa¬ 
tures  are  created  equal.  The  major  differentiators  are  security 
and  authentication.  At  the  low  end  of  the  safety  spectrum  are 
click-through  agreements,  plain-text  “signatures”  (such  as  a 
name  typed  at  the  end  of  an  e-mail  message)  and  user 
name/password  pairs.  These  are  a  lot  cheaper  than  higher-end 
solutions,  but  you  should  weigh  cost  against  the  severity  of 
your  privacy  needs  when  deciding  whether  to  adopt  lower- 
end  solutions  or  the  most  secure  technology  out  there:  digital 
signatures.  For  example,  it  may  not  be  worth  the  effort  to 
require  a  digital  signature  to  download  a  $20  piece  of  share¬ 
ware  software,  but  a  digital  signature  may  be  perfectly  appro¬ 
priate  to  control  downloads  of  $500,000  ERP  packages. 


ILLUSTRATION  BY  BRIAN  CAIRNS 


©  2001  Aprimo,  Inc.  Aprimo  is  a  trademark  of  Aprimo,  Inc. 
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FIND  THE  LINK. 


You  have  a  great  CRM  and  e-biz  strategy. 

You’re  linked  with  suppliers  24  x  7.  And  you  have  a 
360  degree  view  of  your  customers.  Now  drive  market 
share  and  profits  further  with  Aprimo™  Marketing — 
the  insightful  web-based  software  platform  that 
synchronizes  your  marketing  organization  with 
customers  and  vendors  electronically. 

Aprimo  Marketing  enables  your  marketing  staff 
to  plan,  implement  and  measure  the  effectiveness 


of  marketing  programs  worldwide  with  four 
integrated  modules: 

•Planning  •Implementation 
•Analysis  -Campaign  Management 

Seek  Aprimo  Marketing  for  great  results!  Try 
the  Aprimo  Marketing  ROI  calculator  with  your 
company’s  marketing  pros  or  register  for  an  interactive 
demo  of  Aprimo  Marketing  at  WWW.aprimo.com/link. 
Or  call  877-8- APRIMO. 


Aprimo  Marketing — Managing  the  Business  of  Marketing 
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Fine  Print 


Why  Digital  Signatures? 

Digital  signatures  are  to  ordinary  electronic  signatures  what 
calculus  is  to  arithmetic.  They’re  much  more  complex  mecha¬ 
nisms  that  rely  on  encryption  technology  to  provide  a  tamper- 
resistant  method  of  communicating  and  authenticating  docu¬ 
ments  and  signatures.  Basically,  you  “sign”  a  document  by 
attaching  a  piece  of  text  encrypted  with  your  private  key  (a 
type  of  encryption  password  that  is  matched  to  a  public  key 
that  can  decrypt  what  the  private  key  encrypts).  The  recipient 
can  then  authenticate  your  identity  using  your  public  key.  If  the 
public  key  works,  the  recipient  knows  that  the  message  must 
have  come  from  you.  An  encrypted  hash  mark  (a  number  gen¬ 
erated  by  mathematically  analyzing  a  document  that  will 
change  if  the  document  is  changed)  ensures  that  the  document 


If  your  business  handles  confidential  information, 
you  should  consider  digital  signatures. 


has  in  fact  been  sent  without  modification.  This  way,  you  can’t 
repudiate  the  document  later  on,  and  both  you  and  the  recip¬ 
ient  face  less  risk  of  fraud. 

Nonetheless,  digital  signatures  have  downsides.  One  is  cost. 
Digital  signatures  tend  to  be  complex,  expensive  and  cumber¬ 
some  to  implement,  and  they  often  slow  down  the  speed  of  the 
transmission.  Public-key  infrastructure  (PKI)  is  particularly  costly 
compared  with  other  types  of  electronic  signatures,  like  click¬ 
through  agreements  and  user  name/password  combinations. 

Another  potential  downside  is  that  the  technology  isn’t 
particularly  widespread.  Until  it  begins  to  catch  more  fire,  the 
challenges  in  obtaining  a  digital  signature  and  learning  to  use  its 
software  may  dissuade  potential  customers  and  business  part¬ 
ners  from  engaging  in  e-commerce  with  your  company.  Worse, 
it  might  drive  customers  to  other,  less  secure  competitors  that 
haven’t  erected  these  barriers.  Given  these  concerns,  even  the 
most  security-conscious  companies  will  want  to  limit  the  use 
of  digital  signatures  to  situations  where  the  risk  and  cost  of 
fraudulent  transactions  outweigh  the  challenges  of  the  solution. 

Safecracking 

Obviously  the  biggest  benefits  of  digital  signatures  are  the  secu¬ 
rity  of  the  document  and  the  ability  to  authenticate  the  sender. 
Because  it’s  so  hard  to  tamper  with  an  encrypted  or  digitally 
signed  document,  parties  can  rely  on  the  document’s  integrity 
from  the  time  it’s  sent  to  the  time  it’s  received.  But  it’s  not 
foolproof.  For  example,  just  because  someone  has  a  valid  pub¬ 
lic/private  key  pair  doesn’t  mean  you  can  always  authenticate 
the  sender’s  identity.  It  could  still  be  the  proverbial  “Dog  on  the 
Internet”  from  the  now  famous  New  Yorker  cartoon — a  very 


sophisticated  dog,  perhaps,  but  a  dog  nonetheless.  Key  pairs 
could  also  be  issued  in  someone  else’s  name,  allowing  individ¬ 
uals  to  pose  as  others  on  the  Internet.  However,  more  certifi¬ 
cate  authorities  are  sprouting  up  and  requiring  various  levels  of 
authentication  before  they’ll  issue  a  digital  certificate  to  an  indi¬ 
vidual.  Using  a  digital  certificate  issued  by  a  trusted  third  party 
(known  in  the  industry  as  a  certificate  authority)  can  help  pre¬ 
vent  fraud  and  ensure  the  authenticity  of  the  document.  In 
some  cases,  it  may  even  be  appropriate  for  a  company  to  invest 
in  the  necessary  hardware  and  software  to  become  its  own 
certificate  authority  and  issue  digital  certificates  to  customers 
and  business  partners. 

But  even  a  digital  signature  issued  by  the  most  trusted  cer¬ 
tificate  authority  won’t  completely  ensure  the  integrity  or 

authenticity  of  digital  documents  or  sig¬ 
natures.  You  still  have  to  protect  your 
passwords,  or  key  pairs,  from  prying 
eyes.  Because  most  digital  signature  users 
store  their  keys  on  their  PCs  and  access 
them  through  a  password,  an  unautho¬ 
rized  user  sitting  at  someone  else’s  PC  could  hack  into  the  pri¬ 
vate  key  and  send  out  messages  impersonating  the  owner.  The 
hacker  could  use  the  stolen  key  pair  like  a  rubber-stamp  sig¬ 
nature  or  a  stolen  credit  card  to  wreak  havoc  in  cyberspace 
for  the  rightful  owner.  It  is  therefore  important  to  take  standard 
security  precautions  against  password  theft.  For  example,  lock 
your  office  doors,  avoid  easy-to-guess  passwords,  and  change 
passwords  often.  You  should  also  notify  the  certificate  author¬ 
ity  of  any  unauthorized  use  so  that  the  authority  can  invali¬ 
date  the  digital  signature  and  issue  a  new  one. 

Despite  their  shortcomings,  digital  signatures  will  likely  take  a 
prominent  place  in  e-commerce  and  other  areas  where  privacy, 
confidentiality  and  authenticity  are  concerns.  Banks,  credit 
bureaus  and  investment  brokers  could  turn  to  digital  signatures 
given  the  sensitivity  and  value  of  the  information  exchanged. 
The  health-care  sector  is  already  focusing  on  digital  signatures 
for  help  in  complying  with  the  impending  regulations  of  the 
Health  Information  Portability  and  Accountability  Act  of  1996, 
which  addresses  the  confidentiality  of  medical  records  that  are 
digitally  stored  and  distributed.  Basically,  if  your  business  han¬ 
dles  personal  or  confidential  information — and  risks  liability 
for  exposure — you  should  consider  digital  signatures  as  your 
way  of  doing  business  online.  And  as  software  vendors  make 
digital  signatures  and  PKIs  faster,  less  expensive  and  easier  to 
use,  your  cost-benefit  analysis  should  become  more  clear.  BQ 


Have  a  tricky  IT-related  legal  question?  Send  your  concerns  to  fineprint@cio.com. 
Marcelo  Halpern  is  a  partner  at  Gordon  &  Glickson  in  Chicago.  His  practice 
focuses  on  legal  issues  surrounding  information  technology,  the  Internet  and 
e-commerce.  He  can  be  reached  at  mhalpern@ggtech.com. 
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The  Scorpion: 

Ferociously  defends  its  young 

WITH  MULTIPLE  WEAPONS: 

Powerful  claws  and 

A  WHIP-FAST  STINGER. 


The  NetScreen  -1000  Gigabit  Security  System. 

Armed  to  meet  the  many  security  demands 
of  Internet  Data  Centers. 

Web  hosts.  ASPs.  Application  Infrastructure  Providers. 

For  these  Internet  Data  Centers,  protection  is  imperative  for  survival. 
Your  customer  base  is  huge  and 

each  customer  has  a  tremendous  amount  of  data  to  be  protected. 
Yet,  they  can’t  afford  to  have  a  security  solution 
that  compromises  network  speed  and  performance. 

So  how  do  you  provide  a  safe  solution 

that  meets  the  complex  demands  of  Internet  Data  Centers? 

A  challenging  problem  that  has  a  surprisingly  simple  solution: 

The  NetScreen  -1000. 

It  provides  both  VPN  and  firewall  —  and  does  so  at  astonishing  gigabit  speeds. 

No  more  will  you  have  to  deploy  separate  units  for  each  of  your  customers. 

In  fact,  one  NetScreen-1000  can  protect  up  to  100  of  your  customers, 
giving  them  the  ultimate  in  network  security  — 

and  you  a  profitable  service  offering. 

The  relationship  really  is  a  natural. 

To  find  out  more,  call  1-800-742-9477 

or  visit  wwu>.netscreen.com /millennium  for  white  papers.  r 
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When  there  are  many  to  protect , 

the  faster  and  sharper 

the  weapoHy  the  better. 
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Broadband  Internet  Security  Solutions 
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©2000  Adcxa,  Inc. 


Amazing,  isn’t  it?  Some  supply  chain  vendors  actually  promise  a  silver  bullet,  a  painless  solution  for  your  problems. 
But  when  it  comes  to  working  with  your  legacy  systems,  those  silver  bullets  are  usually  duds,  slowing  implementation  down. 
Way  down.  Adexas  iCollaboratiori"  suite  is  different.  It  is  designed  to  be  open,  so  you  can  integrate  it  with  your  existing 
system  much  more  easily.  And  save  a  lot  of  aspirin  in  the  process.  Learn  more.  Call  866*382*3392  or  visit 


adexa.com 


What  sunshine  looks  like  for  all  of  you  stuck 
in  the  nightmare  of  slow  implementation. 


DEXA 


Where  Has  All  the  Talent  Gone? 


The  recruiting  mind-set  that’s  necessary  to  hook  top  candidates  today 

BY  ANGELA  GENUSA 


Edited  by  Management  Editor 
Edward  Prewitt.  Got  a  great 
management  story  to  tell?  Send 
it  to  him  at  hotseat@cio.com. 


NOW  THAT  THE  TALENT  HAS 
won  the  Talent  War  and  top  per¬ 
formers  can  pick  and  choose 
their  best  offer  from  many  suit¬ 
ors,  how  do  you  convince  the 
stars  to  grace  your  company 
with  their  employment? 


Recruiting  today  requires  an 
inside-out  approach:  Rather 
than  lining  up  resumes  and  scru¬ 
tinizing  them  for  a  good  fit  with 
your  needs,  begin  by  assessing 
your  company’s  identity  and 
attractiveness  to  the  ideal  candi¬ 


date.  Then  mine  your  current 
employees’  contacts  with  the  best 
workers.  No  longer  can  compa¬ 
nies  undergo  a  lengthy  HR  ap¬ 
proval  process  for  new  positions 
or  hope  to  bring  in  good  candi¬ 
dates  with  a  sporadic,  off-the-cuff 


i 
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ILLUSTRATION  BY  WILLIAM  HOOD 


Amazing  how  one  call 
from  Datalink  could 
set  so  much  in  motion. 


Your  shrewd  decision  to  integrate 
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HOT  Seat 

recruiting  effort.  Here’s  how  to 
make  sure  you’re  ready  to  move 
when  they  are. 

Profile  Your 
Ideal  Employee 

Identify  the  top  10  percent  or 
15  percent  of  your  workforce  at 
all  levels  in  the  organization  and 
get  to  know  and  understand 
them.  What  skills  and  personal¬ 
ity  traits  make  them  the  best? 
What  makes  them  tick?  What 
are  their  hobbies  and  interests 
outside  work?  “You  can’t  just 
take  a  shotgun  approach  to  re¬ 
cruiting  anymore,”  says  organi¬ 
zational  psychologist  Joan  Bran- 
nick,  president  of  Brannick  Hu¬ 
man  Resource  Connections  and 
coauthor  of  Finding  and  Keep¬ 
ing  Great  Employees  (Amacom, 
1999).  “You  have  to  know  your 
ideal  applicant,  your  ideal  em¬ 
ployee  and  use  all  of  the  infor¬ 
mation  you  can  get  to  make  your 
recruiting  and  hiring  decisions.” 

That’s  the  thinking  behind 
seemingly  wacky  efforts  such  as 
setting  up  recruiting  booths  at 
music  festivals,  sporting  events 
and  other  social  activities.  John 
Sullivan,  professor  of  human 
resource  management  at  San 
Francisco  State  University  and 
former  chief  talent  officer  at 
measurement  products  giant 
Agilent  Technologies,  says,  “I 
look  at  my  top  engineers  and 
ask,  ‘How  would  I  find  you 
again?  Do  you  read  CIO}  Do 
you  read  Dilbert?  Do  you  go  to 
wine  festivals?”’ 

If  many  of  your  best  software 
engineers  are  wine  connoisseurs, 
then  your  company  might  spon¬ 
sor  a  booth  at  a  wine  festival, 
staffed  with  some  of  your  best 
engineers  and  recruiters.  In  other 
words,  be  in  the  right  place  at 


the  right  time  to  find  top  talent 
and  establish  relationships  with 
them.  That  way,  when  they’re 
ready  to  make  a  career  move, 
they’ll  come  to  you.  “At  the 
wine  festival,  they  might  ask, 
‘What’s  it  like  to  work  at  [your 
company]?’  And  [your  com¬ 
pany’s  engineers]  would  say, 
‘They  pay  me  to  drink  wine, 
what  else  do  you  need  to  know?’ 
In  return  for  a  glass  of  wine  you 
get  a  business  card.” 

This  kind  of  soft  sell  is  much 
more  effective  than  cold  calling 
candidates,  Sullivan  says.  “If 
you’re  a  top  performer,  the  last 
thing  you  want  to  hear  is  some 
recruiter  saying,  ‘I  have  a  job  for 


them  job  descriptions  of  new  or 
vacant  positions  that  might 
interest  them,  press  releases, 
birthday  cards  and  cartoons. 
AOL  also  directs  engineer  can¬ 
didates  to  beta  websites  that 
they  can  test. 

By  the  time  your  ideal  candi¬ 
date  is  ready  to  change  jobs,  be 
prepared  to  move  fast  to  make 
a  compelling  offer.  To  close  the 
deal,  structure  the  job  and  make 
him  an  offer  that  includes  his 
requirements,  instead  of  grilling 
him  with  a  thousand  interview 
questions.  “In  most  companies, 
if  Michael  Jordan  walked  in  the 
door,  he  would  be  turned  away 
by  HR  because  there  was  no 
requisition,  job  description  or 


For  more  articles,  commentary  and  dis¬ 
cussion,  visit  our  website’s  Leadership 
and  Management  Research  Center  at 
www.cio.com/forums/leadership.  Edited 
by  Management  Editor  Edward  Prewitt. 

cio.com 


To  attract  top  performers, 
recruiters  at  America  Online  ask 
candidates  to  describe  their 
dream  job,  says  Michele  James, 
chief  talent  scout  at  AOL  in 
Dulles,  Va.  “We  ask  them  what 
their  ideal  job  is,  so  that  I  can 
craft  a  position  for  them.  Then 
it’s  a  matter  of  constantly  keep¬ 
ing  [AOL]  on  these  people’s 
radar  screen.”  AOL  recruiters 
stay  in  touch  with  these  key  can¬ 
didates  through  e-mail,  sending 


application,”  Sullivan  says. 
“Any  Michael  Jordan  should  go 
right  to  the  head  of  the  line.  You 
say  [to  star  candidates],  ‘Since 
you  told  us  that  your  dream  job 
includes  this,  this  and  this,  we’re 
going  to  give  you  four  out  of 
those  six  things.’  Your  offer, 
instead  of  just  including  money, 
has  to  include  great  tools,  proj¬ 
ects  and  training.” 

Once  you’ve  identified  your 
top  performers,  IS  managers 


need  to  take  charge  of  the  rela¬ 
tionship-building  and  recruiting 
process,  working  in  tandem  with 
HR  rather  than  following  their 
lead.  “My  best  advice  to  CIOs 
is  that  it’s  going  to  cost  you  hun¬ 
dreds  of  millions  of  dollars  in 
deadlines  if  you  let  HR  run 
this,”  Sullivan  says.  “It’s  about 
selling  and  marketing  a  product, 
a  job  and  your  company.  You’ve 
got  to  get  marketing  and  sales 
involved  and  say  no  to  HR.” 

Build  Your 
Employment  Brand 

To  recruit  the  best  employees, 
identify  what  makes  working 
for  your  company  different 
and  market  those  attributes. 
Otherwise,  recruiting  becomes 
a  zero-sum  game  in  which  cubi¬ 
cles  are  interchangeable.  Players 
accept  positions  in  the  most 
convenient  location  or  shop 
themselves  out  to  the  highest 
bidder.  “Some  companies  might 
brand  themselves  as  ‘the  funnest 
place  to  work  on  the  planet;  oth¬ 
ers  might  brand  their  stability,” 
says  Mitch  Potter,  principal  at 
William  M.  Mercer,  an  HR  con¬ 
sultancy  headquartered  in  New 
York  City.  “A  strong  employ¬ 
ment  brand  allows  you  to  draw 
a  certain  type  of  employee  with 
some  homogenousness  around 
a  mind-set  about  the  way  to 
treat  each  other  and  a  way  to 
work  that  is  extremely  appeal¬ 
ing — yet  still  get  diversity.” 

Backed  by  a  bevy  of  awards 
from  various  trade  associations 
and  magazines,  many  compa¬ 
nies  are  selling  themselves  to 
candidates  as  “the  best  place  to 
work.”  Most  technology  profes¬ 
sionals,  however,  are  sold  on 
“the  best  work  to  do,”  Potter 
says.  IT  workers  want  positions 
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“The  CIO  picks  managers  because  of  their  IT 
talent  or  technical  knowledge,  but  if  they  don’t 
have  the  people  skills  necessary  to  make 
offers,  close  the  sale,  get  new  employees 
trained  and  manage  them,  you  have  a  high 
turnover  rate  and  pissed  off  people.” 

-JOHN  SULLIVAN,  PROFESSOR  OF  HUMAN  RESOURCES, 

SAN  FRANCISCO  STATE  UNIVERSITY 


in  which  they  can  add  to  their 
skill  sets,  build  on  their  experi¬ 
ence  and  knowledge,  and  work 
on  a  variety  of  challenging, 
exciting  projects. 

Hiring  candidates  who  fit 
your  employment  brand  can 
create  a  self-perpetuating  cycle. 
A  September  2000  study  from 
Meta  Group,  an  FT  consultancy 
based  in  Stamford,  Conn.,  calls 
on  companies  to  create  an 
employee  value  proposition  for 
recruiting.  “Why  would  a  talent 
person  want  to  work  here?” 
posits  Vice  President  John 
Santos,  the  report’s  author.  “A 
well-developed  employee  value 
proposition  will  appeal  to  the 
specific  professionals  a  company 
wants  to  attract  by  reinforcing 
corporate  culture  and  brand, 
inspiring  values,  creating  a  sense 
of  belonging  and  shaping  every 
aspect  of  business  behavior.  An 
employment  value  proposition 
will  also  help  CIOs  figure  out 
which  kind  of  IT  professionals 
they  are  seeking.” 

Treat  Candidates 
Like  Investors 
and  Customers 

Ditch  the  “people  are  our  great¬ 
est  asset”  cliche.  That  sort  of  lip 
service  reveals  a  mind-set  that 
regards  people  as  overhead, 
much  like  inventory  or  buildings, 
and  is  transparent  to  cynical  IT 
professionals.  Todd  Hand,  until 
recently  director  of  talent  acquisi¬ 
tion  at  Idealab,  an  Internet  incu¬ 
bator  based  in  Pasadena,  Calif., 
says, “Candidates  aren’t  assets 
and  employees  aren’t  assets. 
They’re  both  investors.  Candi¬ 
dates  and  employees  are  invest¬ 
ing  their  time,  talents  and  the  lost 
opportunity  of  working  at 
another  company,  and  they’re 


looking  to  get  a  return  on  that 
investment.” 

Although  great  salaries  and 
perks  sweeten  the  pot,  study 
after  study  shows  that  what  IT 
workers  want  most  in  a  job  is  a 
sense  that  their  ideas  and  talent 
are  valued  and  their  contribu¬ 
tions  are  rewarded.  “In  almost 
every  survey  we  see,  what  IT 
people  would  really  like  is  to 
work  at  a  place  where  someone 
cares  about  them  and  where 
that  care  is  genuine,”  says 
Mercer’s  Potter.  “Maybe  it’s 
their  supervisor,  their  supervi¬ 
sor’s  supervisor  or  the  CEO 
who  does  things  to  show  that 
people  aren’t  interchangeable 
pieces  of  meat.  That  approach 
is  harder  to  do  than  buying  [a 
candidate]  a  BMW,  but  it  has 
legitimacy.” 

“The  key  to  recruiting  and 
retention  is  great  management,” 
says  SFSU’s  Sullivan.  “Some  of 
the  problem  is  that  the  CIO 
picks  managers  because  of  their 
IT  talent  or  technical  knowl¬ 
edge,  but  if  they  don’t  have  the 
people  skills  necessary  to  make 
offers,  close  the  sale,  get  new 
employees  trained  and  manage 
them,  you  have  a  high  turnover 
rate  and  pissed  off  people.  It’s  a 


mistake  that  happens  in  so 
many  IT  positions.” 

Because  of  the  tremendous 
damage  from  negative  PR  that 
bad  bosses  can  create,  CIOs 
need  to  make  it  a  condition  of 
employment  that  managers 
treat  their  employees  well, 
Sullivan  says.  “If  you  don’t  treat 
your  people  right,  they’ll  tell 
friends,  family  and  customers 
that  this  is  a  place  that  doesn’t 
have  quality  people.”  All  the 
employment  brand  building  in 
the  world  and  bevies  of  best 
employer  awards  will  mean 
nothing  if  the  word  on  the  street 
is  that  your  employees  hate  their 
jobs.  “Large  Fortune  500  com¬ 
panies  might  have  a  great  image 
on  paper,  but  when  you  talk  to 
people  and  ask  them  what  it’s 
like  to  work  there,  they  say,  ‘Oh, 
it  sucks,”’  Sullivan  says. 

Ratchet  up 
the  Employee 
Referral  Program 

The  most  effective  recruiting 
technique,  hands  down,  is 
employee  referrals.  Mercer’s 
2000  update  of  its  study 
“Attracting  and  Retaining  High- 
Technology  Talent,”  released  last 
October,  found  that  the  most 


effective  recruiting  techniques 
are  those  that  involve  personal 
and  professional  relationships, 
such  as  employee  referrals  and 
networking.  By  contrast,  cold 
contact  approaches  such  as 
advertising  are  least  effective. 

“We  find  our  best  people 
through  our  employee  referral 
program,”  says  Hand  about 
Idealab.  “If  a  company  today 
isn’t  finding  between  40  percent 
to  50  percent  of  their  hires 
through  their  own  employee 
referral  program,  they’re  losing 
the  talent  war.”  Idealab  pays 
bonuses  of  $1,000  to  $5,000  to 
employees  who  refer  candidates 
who  are  hired,  depending  on  the 
position.  The  company  also 
holds  drawings  quarterly  and 
annually  for  those  who  refer  suc¬ 
cessful  candidates,  giving  away 
prizes  such  as  MP3  players. 

You’re  not  accentuating  refer¬ 
rals  enough  if  employees  still  see 
recruitment  as  someone  else’s 
chore.  “Recruiting  is  everyone’s 
job,”  Brannick  says.  “Tradition¬ 
ally,  recruiting  and  hiring  has 
been  seen  as  an  HR  function.  In 
today’s  competitive  job  market, 
companies  need  every  employee 
to  be  thinking  about  recruiting 
and  hiring.”  ■ 
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There’s  No  Upside 
to  Downtime 

How  netsourcing  helps  combat  the  crippling  effects  of  downtime  on 
revenue,  reputation  and  customer  satisfaction 


THE  E-BUSINESS  REVOLUTION  is  changing  all 
the  rules.  It’s  making  already  hyper- competitive 
business  environments  fiercer  than  ever.  In  this 
Web-driven  world,  your  application  represents  the 
core  of  your  e-business  model.  Chances  are  you’ve 
spent  millions  creating  the  optimal  combination  of 
people,  products  and  services  to  support  it.  But 
what  if  customers  can’t  access  your  application 
because  a  component  of  your  IT  or  network  infra¬ 
structure  is  down?  The  fact  is  customers  expect 
e-business  applications  to  be  up-and-running  24x7. 
If  they  experience  downtime,  all  it  takes  is  a  single 
mouse  click  to  propel  them  to  a  competitor. 

The  Demons  of  Downtime 

Complex  e-business  applications  are  playing  a  crucial 
role  in  many  companies’  business  strategies  by  directly 
impacting  their  bottom  line.  And  these  applications 
require  a  similarly  complex  infrastructure  to  support 
them.  Combine  that  need  with  the  surging,  exponential 
growth  of  the  Internet  and  unprecedented  traffic  levels, 
and  a  key  mantra  emerges:  prepare  to  scale  or  fail. 

Indeed,  many  service  outages  and  interruptions  are 
attributable  to  inadequate  technology  infrastructure 
growth  planning  and  the  inability  to  quickly  provision 
technology  resources.  Procuring  the  expertise  and  tech¬ 
nology  required  to  scale  complex  environments  in  a 
timely,  cost-effective  manner  is  more  difficult  than  ever. 

Security  is  the  other  burning  issue  e-businesses  face. 
Hackers,  viruses,  industrial  espionage  and  disgruntled  for¬ 
mer  employees  are  some  of  the  biggest  threats  to  an  e-busi¬ 
ness  infrastructure.  The  great  thing  about  the  Internet  is 
that  it’s  brought  businesses,  partners  and  customers  closer 
than  ever.  But  it’s  also  created  unprecedented  opportunities 
for  malicious  attacks.  Just  look  at  the  recent  spate  of  Denial 
of  Service  incidents  that  hit  some  of  the  world’s  most 
renowned  e-services  and  e-commerce  sites. 

The  Awful  Truth 

Downtime  can  fundamentally  impact  the  future  of  your 
business  and  dull  its  competitive  edge  by  instigating: 
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•  Decreased  financial  performance  —  Say  goodbye  to 
your  market  cap  and  hello  to  shareholder  angst.  The 
valuation  of  many  high-profile  e-businesses  continues  to 
be  pummeled  as  a  result  of  downtime. 

•  Damaged  reputation  —  Congratulations,  your  e-busi¬ 
ness  application  is  making  news  worldwide!  Too  bad  the 
headlines  are  about  the  fact  that  you  were  down  for  10 
solid  hours.  Downtime  can  mean  a  public  relations  dis¬ 
aster.  Major  news  organizations  are  known  for  reporting 
on  downtime  within  hours  of  an  occurrence  —  some¬ 
thing  that  adversely  affects  external  perceptions  of  the 
company  and  saps  internal  morale. 

•  Productivity  loss  —  Are  your  employees  focused  on  your 
core  business?  Or  are  they  busy  fighting  fires,  trying  to 
alleviate  IT  issues  that  tax  their  skill  sets,  energy  and 
enthusiasm?  The  inevitable  delays  in  strategic  projects 
and  deliverables  can  set  you  back  weeks  or  months  —  an 
eternity  in  Internet  time. 

These  downtime  scenarios  represent  the  pitfalls  every 
e-business  faces  right  now,  regardless  of  industry.  They 
can  trigger  at  any  second  of  every  day.  And  while  it’s  use¬ 
ful  to  figure  out  if  you’re  prepared  to  deal  with  them,  it’s 
far  more  beneficial  to  ensure  you’ve  got  a  system  that 
helps  prevent  them  from  happening  in  the  first  place. 

To  ensure  maximum  application  availability,  many 
companies  are  turning  to  e-business  infrastructure  out¬ 
sourcing.  But  the  problem  is  most  outsourcing  options  are 
limited  to  strategies  that  react  to  downtime  instead  of  pre¬ 
venting  it.  Netsourcing  is  the  exception.  It’s  a  new  breed 
of  high-end  e-business  infrastructure  outsourcing  that 
offers  a  realistic  guarantee  of  application  availability. 
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According  to  The  Yankee  Group 
analyst  firm,  netsourcing  is  the  out¬ 
sourcing  of  critical  infrastructure  for 
Web-based  e-commerce  and  other  next- 
generation  e-business  applications.  A 
true  netsourcing  solution  delivers  a 
complete,  turnkey  infrastructure  that 
accelerates  e-business  application 
deployment,  minimizes  downtime 
and  lowers  total  cost  of  ownership. 
Working  with  a  netsourcing  provider 
is  fast  becoming  an  essential  element 
for  e-business.  It’s  easy  to  see  why. 


Outsourcing  Options  Aren’t 
Created  Equal 

All  e-business  infrastructure  outsourc¬ 
ing  providers  claim  to  effectively 
address  application  availability,  com¬ 
plexity,  scalability  and  time-to-market 


ture  integration,  implementation, 
equipment  provisioning  and  opera¬ 
tions  management  resides  solely  with 
the  customer. 

Recently,  some  first-generation 
hosting  providers  have  engaged  in 
acquisitions  and  partnerships  to  bol¬ 
ster  their  limited  offerings  with  piece¬ 
meal  IT/network  infrastructure  man¬ 
agement  capabilities.  But  it  remains  a 
fragmented  approach  rife  with  limita¬ 
tions  and  decentralized  accountability. 

Outsourcing  brokers  attempt  to 


pull  more  pieces  together  than  their 
first-generation  counterparts  via  a 
team-driven  approach.  They  assemble 
a  variety  of  infrastructure  providers 
and  manage  them  with  a  layer  of  soft¬ 
ware  to  establish  the  perception  of  a 


the  customer’s  perspective.  Only  one 
option  —  netsourcing  —  truly  mini¬ 
mizes  risk  factors  by  offering  a  rock- 
solid,  24x7,  all-encompassing  solu¬ 
tion  that  guarantees  maximum  appli¬ 
cation  availability. 

Netsourcing  involves  outsourcing 
the  entire  IT/network  infrastructure, 
with  the  sole  exception  of  your  appli¬ 
cation  —  in  other  words,  your  busi¬ 
ness.  It  incorporates  hardware  provi¬ 
sioning,  infrastructure  integration, 
network  services,  security,  perform¬ 
ance  and  operations  management, 
and  support  services  into  one  seam¬ 
less  solution.  And  unlike  other  e- 
business  infrastructure  outsourcing 
options,  some  netsourcing  providers 
have  direct  and  immediate  control 
over  the  IT/network  infrastructure. 
In  these  cases,  there  are  no  subcon¬ 
tracted  or  brokered  services.  That 
means  no  runaround  when  it  comes 
to  the  upkeep  of  the  infrastructure 
underlying  your  mission-critical 
application.  Netsourcing  providers 
also  have  teams  of  in-house  skilled 
resources  on  staff,  allowing  them  to 
be  fully  accountable  for  the  entire 
infrastructure. 

All  told,  netsourcing  providers 
deliver  services  that  are  truly  “applica- 
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First-Generation 
Hosting  Providers 

Outsourcing 

Brokers 

Netsourcing 

Providers 

Domain 

Expertise 

Co-location  and 
managed  services 
delivered  in-house 
or  subcontracted 

Subcontracting  of  all 
infrastructure  services 
and  facilities 

Single-source, 
application-ready 
e-business  infrastructure 

Provides 

Primary:  Data  center 
floor  space,  physical 
security,  Internet  access 
Secondary:  Value-added 
services 

Software  layer 
simulating  integration 
of  disparate  third-party 
components 

Turnkey  IT/network 
infrastructure  and 
operations 

“Only  the  strong  will  survive  the  blistering  demands  of  today’s  e-business 
environment.  If  your  application  goes  down,  it  may  very  well  take  your 

whole  business  with  it.” 


issues.  And  while  each  asserts  they 
offer  a  consistent,  comprehensive 
approach,  the  reality  is  most  have 
varying  —  even  erratic  —  degrees  of 
expertise  in  these  arenas. 

Take  first-generation  hosting 
providers  for  example.  They  argue 
their  solutions  are  comprehensive 
enough  to  meet  the  exacting  needs  of 
e-business.  But  truth  be  told,  they’re 
optimized  to  host  companies’  Web 
sites,  not  today’s  complex  e-business 
applications.  Most  only  offer  data  cen¬ 
ter  floor  space  and  an  Internet  hook¬ 
up,  along  with  some  value-added  serv¬ 
ices  at  extra  cost.  In  most  cases,  the 
entirety  of  responsibility  for  infrastruc- 
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single,  integrated  solution.  But  the 
reality  is  outsourcing  brokers  are 
merely  providing  second-hand  servic¬ 
es.  Your  applications  are  at  the  mercy 
of  these  subcontracted  providers  for 
response  time.  That’s  why  the  verdict 
is  still  out  on  the  outsourcing  broker’s 
ability  to  guarantee  application  avail¬ 
ability,  not  to  mention  quickly  reacting 
to  your  changing  needs. 

Netsourcing  Minimizes  Risk 

It  goes  without  saying  that  risk  is  at 
the  core  of  the  outsourcing  debate. 
Solutions  from  first-generation  host¬ 
ing  providers  and  outsourcing  bro¬ 
kers  involve  a  great  deal  of  risk  from 


tion  ready”  via  complete,  turnkey 
infrastructure  solutions  tailored  to  the 
requirements  of  your  application  and 
desired  level  of  application  availability. 

A  Netsourcing  Case  Study 

An  example  of  netsourcing  in  action  is 
Intira  Corporation.  Many  point  to  the 
San  Francisco  Bay  Area-based  compa¬ 
ny  as  one  possessing  the  unique  under¬ 
standing  and  resources  needed  to  meet 
and  exceed  the  requirements  of  today’s 
e-businesses. 

“E-business  is  a  time-to-market 
game,”  says  Steve  Duplessie,  senior 
analyst  at  the  Enterprise  Storage 
Group  research  firm.  “Intira  has  built 
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a  comprehensive,  highly-integrated 
infrastructure  and  hired  a  diverse  set 
of  technical  talent  that  together  can 
rapidly  architect  and  deploy  a  cus¬ 
tomer’s  mission-critical  infrastructure. 
A  customer  then  merely  has  to  focus 
on  their  specific  application  and  con¬ 
tent,  and  not  worry  about  the  underly¬ 
ing  technology.  Intira  guarantees  per- 


an  outage  has  occurred.  There  are 
risks  attached  to  this  approach,  as 
the  provider  scrambles  to  correct  the 
outage.  In  contrast,  Intira  has  direct 
and  immediate  control  of  the  IT/net- 
work  infrastructure  which  allows  it 
to  proactively  monitor  your  applica¬ 
tion  availability  24x7.  The  invest¬ 
ment  Intira  has  made  in  both  infra¬ 


providers  and  outsourcing  brokers, 
Intira ’s  business  model  places  extraor¬ 
dinary  emphasis  on  an  integrated, 
comprehensive  SLA,  rather  than 
umbrella  SLAs  that  merely  reflect 
numerous  sub-SLAs  covering  individ¬ 
ual  infrastructure  components.  In 
Intira’s  case,  the  company  backs  up  its 
commitment  with  a  comprehensive 


“The  widespread  adoption  of  netsourcing  demonstrates  an  evolving  shift 
towards  e-business  infrastructure  outsourcing.  For  organizations  with 
enterprise-class  e-business  applications  that  must  be  highly  available,  premier 
netsourcing  providers  such  as  Intira  should  be  strongly  considered.” 


formance  levels  and  has  the  ability  to 
create  a  highly  scalable  model  that  is 
very  flexible  —  the  single  biggest  chal¬ 
lenge  facing  e-business  customers.” 

As  a  netsourcing  provider,  Intira 
was  built  from  the  ground  up  to  focus 
on  business  availability,  not  mere  busi¬ 
ness  recovery  —  the  method  adopted 
by  first-generation  providers  and  out¬ 
sourcing  brokers  that  don’t  have  direct 
control  over  their  infrastructures.  This 
is  a  significant  distinction. 

Companies  must  weigh  the  risk 
factors  when  deciding  whether  pre¬ 
vention  strategies  are  better  than 
failover  measures  as  a  means  of  pro¬ 
tecting  their  business.  The  business 
recovery  approach  takes  action  to 
restore  e-business  services  only  after 


structure  and  monitoring  enables  it 
to  detect  and  remedy  problems 
before  service  levels  and  application 
availability  are  affected. 

The  Service  Level  Playing  Field 

When  outsourcing  your  IT/network 
infrastructure,  you’re  putting  your  e- 
business  on  the  line.  You  need  to  create 
a  strategic  relationship  with  a  partner 
that  takes  the  time  to  understand  the 
critical  nature  of  your  business.  The 
most  important  part  of  that  relationship 
is  the  Service  Level  Agreement  (SLA). 

The  SLA  is  an  essential  tool  for 
building  accountability  into  the 
provider-client  relationship  and  meas¬ 
uring  the  provider’s  performance.  In 
stark  contrast  to  first-generation 


SLA  offering  up  to  99.95  percent 
application  availability. 

Other  outsourcing  providers  pack¬ 
age  their  business  recovery  services 
with  SLAs  that  allegedly  offer  99.99 
and  99.9999  percent  uptime. 
Prospective  customers  need  to  avoid 
the  “battle  of  the  nines”  and  put  such 
SLAs  under  intense  scrutiny.  Key  ques¬ 
tions  to  ask  include: 

•  Is  the  SLA  focused  on  24x7  applica¬ 
tion  availability? 

•  Is  it  really  a  single  SLA  or  just  a  shell 
housing  multiple  SLAs  reflecting  a 
jumble  of  subcontracted  services, 
software  and  hardware? 

•  Does  the  SLA  include  substantial 
penalties  that  highly  incent  the 
provider  to  deliver  on  its  promises? 


Netsoureing@Work:  myspace 


Myspace  provides  a  Web-based  service  located 
at  www.myspace.com  offering  businesses  and 
consumers  a  way  to  safely  store,  organize,  share  and 
distribute  information  on  a  private,  secure  virtual  hard 
drive.  The  company’s  mission-critical  online  file  stor¬ 
age,  collaboration  and  management  service  is  central 
to  its  business. 

Myspace  allocates  300  MB  to  each  user  and  is 
experiencing  an  exponential  customer  growth  rate  of 
more  than  500,000  new  users  per  month. 

“Our  business  is  riding  on  our  infrastructure  and  stor¬ 
age  systems,”  says  Bud  James,  chief  technology  officer  of 
myspace.  “Our  applications  have  to  be  up  and  running  all 
the  time.  We  also  need  the  capacity  to  handle  surges,  per¬ 
formance  spikes,  sudden  bandwidth  capacity  demands 


and  disk  utilization  issues  without  bogging  down  our  site.” 

“We  chose  Intira  for  its  proven  ability  to  support  fast¬ 
growing,  high-functionality  sites  and  commitment  to 
providing  a  solid,  reliable  and  scalable  service  to 
myspace,”  adds  Ricky  Aaron,  CEO  of  myspace.  “Intira 
allows  us  to  meet  our  current  demands  while  rapidly 
expanding  our  capabilities  beyond  our  already  aggres¬ 
sive  growth  model.” 

Since  the  implementation  of  its  Intira  Netsourcing 
Solution,  myspace  and  its  customers  have  enjoyed 
significant  benefits. 

“Uploads  and  downloads  are  demonstrably  faster 
than  before,”  says  James.  “We’re  relying  on  Intira  to  help 
us  maintain  these  service  levels  as  we  grow  to  upwards 
of  20  million  users.” 
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Intira  Corporation 

Enabling  e-business  with  a  foundation  you  can  count  on 

Intira  recognizes  that  your  application  is  your  business,  not  the  complex 
IT/network  infrastructure  and  operations  that  support  it.  That’s  why  its 
Netsourcing  Solutions  are  built  and  engineered  from  the  ground  up  to  exclu¬ 
sively  support  mission-critical  e-business  applications  with  the  highest 
levels  of  application  availability. 

Intira  Netsourcing  Solutions  combine  all  the  IT/network  elements  your 
e-business  applications  require  to  deliver  successfully  time  after  time  —  an 
integrated,  world-class  IT/network  infrastructure;  highly  automated,  secure 
operations  and  management  systems;  a  broad  set  of  highly-skilled  techni¬ 
cal  resources;  and  a  full  range  of  robust,  value-added  services. 

And  because  Intira  has  direct  and  immediate  control  over  the  entire  infra¬ 
structure  your  applications  reside  on,  it  can  offer  a  comprehensive  SLA 
guaranteeing  application  availability  up  to  99.95  percent,  as  well  as  a  single 
point  of  accountability  for  the  entire  Netsourcing  solution. 

Intira  is  driven  to  be  more  than  just  the  industry’s  leading  Netsourcing 
provider.  It  wants  to  be  a  full-fledged  partner  in  your  success.  That’s  why 
Intira’s  Netsourcing  Solutions  are  designed  to  accelerate  your  time-to- 
market,  reduce  costly  staffing  and  technology  investments,  and  enable  you 
to  focus  on  building  your  core  business. 

With  Intira,  you  get  more  —  far  more  —  than  what  traditional,  first- 
generation  hosting  providers  or  outsourcing  brokers  offer.  You  get  a  solid 
e-business  foundation  you  can  count  on  today  and  far  into  the  future. 

For  more  information  about  Intira's  j  N"T~1 

Netsourcing  Solutions,  please  visit 

www.intira.com  or  call  1-888-350-6290.  ©  2000  Intira  Corporation.  All  rights  reserved. 


•  Has  the  provider  demonstrated  the 
capacity  to  meet  its  SLA  commitment? 

If  the  answer  to  any  of  these  ques¬ 
tions  is  “no”  then  you’re  putting  your 
e-business  at  risk.  By  delivering  one 
integrated  SLA,  Intira  is  able  to  focus 
on  what  matters  most  to  customers: 
application  availability. 

It’s  important  to  note  that  Intira  also 
backs  its  SLA  with  a  service  level  man¬ 
agement  strategy  that  incorporates  the 
people,  processes  and  tools  to  ensure 
service  levels  are  continuously  met.  It’s 
the  reason  TeVeo,  Inc.,  a  leading  online 
digital  video  and  Web  camera  tech¬ 
nologies  provider,  selected  Intira. 

“Our  comprehensive,  fully  managed 
Intira  Netsourcing  Solution,  covered  by 
a  single,  aggressive  and  comprehensive 
SLA,  gives  us  the  confidence  to  focus  on 
developing  and  promoting  our  propri¬ 
etary  application,  not  on  the  technology 
to  support  it,”  says  Joyce  Cooper,  Web 
technology  architect  of  TeVeo,  Inc. 
“The  Intira  Netsourcing  Solution  helps 
us  establish  and  maintain  a  competitive 
edge  in  our  market.” 

When  looking  for  a  strategic  part¬ 
ner  to  enhance  its  offering,  Deloitte 
Consulting,  a  world  leader  in  profes¬ 
sional  services,  chose  Intira.  The 
renowned  organization  understands 
the  substantial  value  netsourcing  is 
providing  companies  across  the  globe. 

“Deloitte  Consulting  sees  more  and 
more  world-class  organizations  looking 
to  netsourcing  in  order  to  fulfill  their 
e-business  infrastructure  needs,”  says 
Craig  Hodgetts  at  Deloitte  Consulting. 
“Intira  is  a  standout  example  of  the 
type  of  customer-focused  company  that 
Deloitte  Consulting  has  partnered  with 
while  building  our  business.  Together, 
the  companies  will  ensure  seamless  inte¬ 
gration  between  customer  applications 
and  Intira’s  Netsourcing  technology 
infrastructure  based  on  industry-lead¬ 
ing  processes  and  standards.” 

TeVeo  and  Deloitte  Consulting 
aren’t  alone  in  their  commitment  to 
netsourcing. 

“The  widespread  customer  adop¬ 
tion  of  netsourcing  demonstrates  an 
evolving  shift  towards  e-business  infra¬ 


structure  outsourcing,”  says  Chris 
Selland,  vice  president  of  e-business 
strategies  at  the  Yankee  Group.  “For 
organizations  with  enterprise-class 
e-business  and  internal  applications 
that  must  be  highly  available,  premier 
netsourcing  providers  such  as  Intira 
should  be  strongly  considered.” 

Ensuring  E-Business  Survival 

Only  the  strong  will  survive  the  blis¬ 
tering  demands  of  today’s  e-business 
environment.  If  your  application  goes 
down,  it  may  very  well  take  your 
whole  business  with  it.  That’s  the  cold, 
hard  reality  of  the  situation. 

You  need  to  think  carefully  —  and 
strategically  —  about  how  much  down¬ 
time  risk  your  organization  is  willing  to 
absorb.  Ask  yourself  how  downtime 
will  affect  your  business  and  customers. 
What  are  its  potential  short-  and  long¬ 


term  impacts?  Unless  you’re  wearing 
rose-colored  glasses,  there’s  absolutely  j 
no  upside  to  downtime. 

Netsourcing  is  clearly  leading  the 
e-business  infrastructure  outsourcing  j 
revolution  with  its  zero-tolerance  for  I 
downtime.  It’s  the  only  game  in  town  i 
that  completely  offloads  the  weight  and  j 
worry  of  making  sure  your  mission- 
critical  application’s  availability  is  max¬ 
imized,  even  under  the  most  challenging  | 
conditions.  And  when  it  comes  to  net¬ 
sourcing,  no  other  vendor  has  Intira’s 
experience  or  success  in  providing  solu¬ 
tions  offering  maximum  performance, 
availability  and  functionality. 

The  potential  rewards  of  the  global 
e-business  environment  are  enormous. 
But  the  dangers  are  too.  Shifting  your 
infrastructure  focus  to  a  netsourcing 
model  will  help  you  reap  the  benefits 
with  a  minimum  of  peril.  • 
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Boundaries  continue  to  be  redrawn  or 


virtually  erased  —  between 


countries;  between  cultures;  between  companies  and  their  customers,  partners  and  competi¬ 
tors;  between  IT  and  the  rest  of  the  organization.  Explore  the  intersection  of  IT  with  legal, 
ethical,  cultural,  human  resources,  business  philosophies,  and  organizational  structures. 
Envision  what’s  next  —  and  prepare  for  it. 


■  To  enroll  or  for  more  information,  call  800  366-0246  or  visit  our  website 
at  w ww.cio.com/conferences. 
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HINDSIGHT  JAMES  NANTON 

System  Error: 

User  Limit  Reached 


IN  28  YEARS  in  IS  depart¬ 
ments,  Jim  Nanton  has  seen 
several  IT  initiatives  at  different 
companies  misfire  despite 
thorough  planning  and  well- 
structured  implementation.  The 
best  laid  IT  plans  sometimes 
go  unappreciated  by  users. 
Nanton’s  diagnosis  is  technol¬ 
ogy  saturation— that  is,  a  cogni¬ 
tive  limit  on  how  fast  users  can 
learn  and  adapt  to  new  tech¬ 
nologies  and  systems.  Nanton  is 
CIO  and  vice  president  of  infor¬ 
mation  technology  of  Hanes 
Printables,  a  Winston-Salem, 
N.C. -based  division  of  Sara  Lee. 

CIO:  What  causes 
technology  saturation? 

Nanton:  Today  we  need  increas¬ 
ingly  rapid  technological  change 
in  a  climate  of  increasing 
change  in  business.  The  result 
is  IT  systems  with  greater  com¬ 
plexity  and  greater  importance 
to  the  mission  of  the  business 
on  a  faster  time  frame  for 
implementation. 

But  a  lot  of  companies 
underestimate  the  impact  of 
change  on  internal  business 
processes.  People  resist  chang¬ 
ing  the  way  they  do  things. 

What  situations  provoke 
resistance  to  change? 

Take  e-business:  B2B  and  B2C 
websites  have  significant  impli¬ 
cations  for  internal  business 
processes.  Customers  are  now 
doing  things  themselves  that 
employees  used  to  do.  And 


that’s  reengineering  what 
employees  are  doing. 

How  can  CIOs  ease  the  intro¬ 
duction  of  new  technologies? 
You  cannot  design  and  deploy 
methodologies  in  a  vacuum.  You 
have  to  allow  for  the  impact  on 
the  user  community  and  the 
time  [users  need]  to  get  used  to 
it.  You  have  to  factor  in  over¬ 
head  for  technological  change. 


So  do  CIOs  need  to  be  organi¬ 
zational  psychologists? 

It's  not  difficult  to  understand 
that  people  take  time  to  adjust 
to  new  things.  If  you  under¬ 
stand  that,  you  pace  initiatives 
differently,  provide  a  lot  more 
hand-holding,  temper  the 
aggressiveness  and  spend 
more  time  preparing  people. 
You  do  that  in  roundtable 
meetings  and  training  and  fre¬ 
quent  one-on-one  talks. 

What’s  your  advice  for  getting 
user  buy-in? 

One  way  is  to  have  a  functional 
manager  who  is  close  to  the 
business  and  has  good  business 


skills— an  MBA  type— working 
with  the  technical  staff  to 
translate  organizational  needs 
into  technology  needs. 

Where  does  this  person 
come  from?  Where  does 
this  person  sit? 

I  feel  it’s  easier  to  equip  a 
businessperson  with  technical 
skills  than  to  train  a  technician 
in  business.  I  have  two  such 
people  [at  Hanes  Printables]: 
one  on  the  customer  end  and 
one  on  the  supply  chain.  Both 
have  MBAs  and  have  business 
and  technical  skills  at  an  equal 
level.  It’s  a  rare  combination. 

-E.  Prewitt 
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*•  *•  INTELLIGENT  ALERT.  INSTANT  RESPONSE. 


Managing  network  security  is  a  full-time  job.  Firewalls 
are  a  good  start,  but  it  takes  more  than  just  hardware 
and  software  to  the  get  the  job  done.  Real  security 
means  spotting  attacks  and  responding  to  them  the 
instant  they  occur.  That’s  what  it  takes  to  make  sure 
an  attack  doesn’t  compromise  your  business,  shut 
your  network  down,  and  send  your  stock  plummeting 


Counterpane  detects  internal  and  external  threats 
to  your  business  by  manning  operations  centers 
with  the  world’s  foremost  network  security  experts - 
experts  who  know  the  latest  risks  and  monitor  your 
network  for  any  irregular  activity  24/7/365. 

We  watch.  We  respond.  We  are  your  best  defense. 
And  we  never  rest. 


When  you  register  for  our 
web  seminar,  “How  Safe  Is 
Your  Network  From  Hackers?” 
at  www.counterpane.com, 
you’ll  receive  a  free  copy  of 
Secrets  e[  Lies,  a  new  book 
from  Bruce  Schneier, 
co-founder  of  Counterpane. 

Or  call  us  at  (866)  265-5871. 


Counterpane™ 

Internet  Security 


HOT  Seat 

HANDS  ON  |  SUSAN  H.  CRAMM 

Focus  on  Your  Focus 

How  to  make  your  IT  agenda  the  talk  of  the  office  elevators 


You’ve  probably  heard  of  the  elevator  pitch — that  60  second  sales 
job  that  dotcom  startup  CEOs  hone  just  in  case  they  run  into  poten¬ 
tial  investors.  But  there’s  another  one-minute  speech  that  all  leaders 
in  all  organizations — but  especially  CIOs — need  to  have  ready.  This 
elevator  speech  is  the  minute  that  can  turn  into  an  hour,  depending 
on  the  listener’s  interest,  that  sells  a  leader’s  initiatives  and  turns 
them  into  reality. 

You  know  the  scenario.  You  walk  onto  an  elevator  and  run  into 
one  of  your  company’s  mucky-mucks.  It’s  just  the  two  of  you,  and 
it  looks  like  you  are  going  to  share  a  few  floors  together.  Your  mind 
is  working  on  some  subterranean  problem  (like  budgeting,  project 
problems,  funding  issues,  personnel  availability...)  when  the  one 
who  breathes  lighter  air  asks,  “What’s  up?”  and  seems  sincerely 
interested  in  your  response.  What  you  think  to  yourself  is,  “A  bunch 
of  stuff  that  even  I  am  not  interested  in.”  Fortunately,  what  you 
actually  say  is,  “We  are  figuring  out  how  to  talk  to  our  customers 
in  new  ways.”  A  few  floors  turns  into  a  high-level  strategy  session. 

The  ability  to  deliver  a  good  elevator  speech  is  a  sign  of  a  focused 


executive.  Focused  leaders  can  mobilize  an  organization  toward  a 
clearly  defined  purpose  and  work  tirelessly  to  ensure  that  everyone 
is  working  on  the  right  road  and  in  the  same  lane.  The  benefits  of  a 
focused  organization  are  clear.  Focused  organizations  work  on  fewer 
things  at  one  time,  but  get  more  done  over  time.  Focused  organiza¬ 
tions  are  able  to  react  quicker  and  make  fewer  mistakes,  because  they 
have  more  senior  people  directly  overseeing  the  initiatives.  Focused 
organizations  spend  time  talking  about  projects  rather  than  talking 
about  project  tracking.  Focused  organizations  can  hold  people 
accountable  for  results. 

Because  we  live  in  a  complex  world,  it’s  easy  to  get  muddle-headed 
and  let  our  project  lists  get  out  of  control.  This  is  one  of  the  major 
impediments  to  job  satisfaction  and  career  success  that  I  see  in  my 
executive  coaching  practice.  One  of  my  clients  reports  to  the  CIO 
at  a  large,  well-known  financial  services  company.  While  working 
through  the  focus  question,  I  reviewed  his  IT  objectives.  I  needed 
my  fingers  and  toes  to  count  them.  This  CIO’s  objectives  were  really 
just  a  compilation  of  other  people’s  lists  (those  of  the  CEO, 

functional  executives,  IT 
employees,  IT  research  ana¬ 
lysts/consultants  and,  last 
but  not  least,  the  CIO).  My 
client  thought  I  was  bril¬ 
liant  when  I  asked  him  if 
the  organization  felt  over¬ 
worked  and  victimized  by 
too  many  top  priorities. 
Another  of  my  clients  told 
me  that  he  felt  like  he  was 
sleepwalking  through  his 
organization.  He  was  get¬ 
ting  battle  fatigue  from  try¬ 
ing  to  deliver  on  ever- 
increasing  expectations. 

It’s  easy  to  identify 
an  organization  that  is 
focused  and  even  easier  to 
point  out  the  many  that 
aren’t.  What’s  hard  is  to 
fight  the  uphill  battle  against 
organizational  entropy  and 
keep  a  clear,  exciting  agenda 
in  front  of  our  organiza¬ 
tions.  Clarity  of  purpose  is 
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elusive  in  our  over-caffeinated  world.  To 
avoid  a  slow,  painful  death  from  trying  to 
be  all  things  to  all  people,  the  CIO  must 
develop  a  provocative  picture  of  how  IT  will 
enable  the  company’s  success.  The  vision 
needs  to  motivate  the  other  senior  executives 
to  trade  in  their  proprietary,  functional 
agendas  for  a  piece  of  a  bigger  idea.  The 
vision  needs  to  be  articulated  in  a  way  that 
allows  everybody  to  see  their  ends  in  the 
CIO’s  means. 


If  this  sounds  difficult,  it  is.  It’s  hard  to  say 
“no”  in  the  right  way  to  senior  executives 
who  pay  your  salary.  Particularly  if  the  organ¬ 
ization  doesn’t  have  a  shared  view  about  how 
the  company  will  compete  in  the  future  and 
a  strong  conviction  about  the  relevance  of  IT. 
If  you  feel  that  you  are  serving  too  many  mas¬ 
ters,  working  your  organization  too  hard  and 
waking  up  in  a  cold  sweat  dreading  a  new 
CEO  coming  in  and  asking  the  “What  have 
you  done  for  me  lately?”  question,  here  are 
some  ways  to  focus  on  your  focus: 

■  Establishing  a  focus  cannot  be  delegated. 
In  fact,  it  is  the  only  part  of  your  job  that 
nobody  can  do  but  you.  It’s  amazing  to  me 
how  many  leaders  want  to  buy  focus  (via  a 
strategy  or  planning  project)  off  the  shelf  by 
hiring  consultants.  Hiring  consultants  to  set 
your  priorities  is  like  letting  your  mother 
pick  your  spouse.  Input  is  one  thing,  abdi¬ 
cation  is  another.  You  know  what  is  best, 
and  you  have  to  live  with  the  result.  One 
CIO  of  a  large  retail  company  with  whom  I 
worked  delegated  planning  to  consultants 
who  worked  independently  with  his  boss 
and  senior  management.  Needless  to  say,  the 
consultants  focused  on  the  boss’s  priorities 
and  the  CIO  was  not  long  for  that  job. 

■  The  focusing  process  will  take  a  lot  of  time. 


You  are  going  to  have  to  dedicate  at  least  a 
day  a  week,  probably  more  like  two,  for  the 
rest  of  your  professional  career.  This  means 
you  need  to  prune  your  calendar  of  the 
ankle-biters.  These  are  the  numbingly  satisfy¬ 
ing,  low- value  activities  that  take  a  lot  of  time 
but  do  little  to  move  your  organization  for¬ 
ward.  Examples  include  screening  your  e- 
mail  and  voice  mail,  detailed  budget  and 
project  reviews,  most  vendor  meetings  and 
attendance  at  meetings  where  your  role  is 


ceremonial.  Do  what  I  do  for  many  of  my 
clients.  Go  through  your  calendar  for  the 
past  eight  weeks  or  so  and  categorize  your 
time  based  on  high-  and  low-value  activities. 
I  can  almost  always  help  my  clients  free  up 
at  least  a  day  a  week  by  identifying  activities 
that  don’t  need  their  involvement  and  set¬ 
ting  limits  on  the  amount  of  time  allocated 
to  others.  Then,  given  your  newly  established 
guidelines,  have  your  assistant  schedule  your 
weekly  planning  time  and  fit  in  the  other 
activities  as  possible.  Finally,  so  that  you  are 
not  interrupted,  get  out  of  your  office.  If  you 
need  time  alone  to  think,  find  a  secret  hid¬ 
ing  place  like  a  conference  room,  your  home 
or  a  plane.  For  meetings  with  others,  meet 
anyplace  but  their  office. 

■  Developing  focus  requires  a  clear  point  of 
view.  In  the  words  of  one  of  my  mentors, 
“a  point  of  view  is  worth  50  IQ  points.”  Cut 
through  the  complexity  by  going  to  the  front 
line  of  your  business  and  understanding 
your  company  from  the  perspective  of  your 
customers,  channel  partners  and  the  thou¬ 
sands  that  serve  them  on  a  day-by-day  basis. 
My  client  with  battle  fatigue  renewed  his 
sense  of  purpose  and  enthusiasm  by  getting 
front-line  feedback.  He  came  back  to  his 
office  with  a  clear  view  of  reality  and  was 


able  to  define  a  new  leadership  agenda  for 
his  organization.  Visiting  the  front  line  will 
allow  you  to  develop  your  own  sense  of  IT 
opportunities  and  evaluate  the  other  senior 
executives’  IT  requests  for  marketplace  rel¬ 
evance.  Roughly  sketch  out  your  view  of  the 
IT  strategic  agenda,  but  remember.... 

■  The  CIO  can’t  do  it  alone.  A  shared  focus 
on  the  IT  agenda  is  the  only  one  that  counts. 
Your  job  is  to  take  the  right  people  through 
a  well-facilitated  process.  You  need  to  have 
good  relationships  and  feel  comfortable  lead¬ 
ing  senior  people  through  a  discovery 
process  that  ends  in  specific  commitments 
to  dedicate  resources  and  realize  benefits. 
These  same  people  must  participate  in  an 
ongoing  governance  process  to  start  and  stop 
projects  based  on  strategic  fit,  risk  and  capi¬ 
tal  availability.  Since  gaining  focus  and  set¬ 
ting  priorities  is  a  process,  not  a  project,  just 
when  you  think  you  are  done,  the  environ¬ 
ment  will  change  (because  of  new  leadership, 
competition,  financial  targets  and  so  on)  and 
the  process  must  iterate  once  again.  If  you 
don’t  feel  comfortable  establishing  planning 
and  governance  processes,  get  somebody  to 
coach  you  (but  not  do  it  for  you). 

In  my  experience,  most  CIOs  do  not 
define  their  job  as  maintaining  a  focused  IT 
agenda  and  therefore  do  not  allocate  their 
time  accordingly.  If  you  are  one  of  the 
muddle-headed,  then  clear  the  underbrush 
out  of  your  calendar  and  spend  time  learn¬ 
ing  from  the  front  line  of  your  organization 
and  forging  consensus  with  other  senior 
executives  about  the  impact  of  IT  and  your 
respective  roles  in  making  change  happen. 
Then  get  your  elevator  speech  down  and 
share  it  shamelessly  with  the  rest  of  the 
organization.  You  know  you’ve  hit  pay  dirt 
when  you  start  hearing  the  speech  echoing 
off  the  walls  of  your  offices.  BE! 


Susan  H.  Cramm,  formerly  vice  president  and  CIO 
of  information  technology  at  Taco 
Bell  and  executive  vice  president 
and  CFO  at  Chevys,  a  Taco 
Bell  subsidiary,  is  president  of 
Valuedance,  an  executive  coaching 
firm  based  in  San  Clemente,  Calif. 


Hiring  consultants  to  set  your  priorities  is 
like  letting  your  mother  pick  your  spouse. 
Input  is  one  thing,  abdication  is  another. 
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Money  makes  the  world  go  around,  and 
reliable  power  keeps  money  on  the  move. 
Powerware  has  more  than  37  years  of 
proven  experience  protecting  mission- 
critical  customers.  That  expertise 
goes  into  our  entire  line  of 
hardware,  software  and  service. 
Powerware,  formerly  Exide 
Electronics,  offers  a  full  range  of 


POWERWARE 

UNINTERRUPTIBLE  POWER  SYSTEMS 
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data  centers  and  ISPs.  Because  today’s 
power  grid  fails  an  average  of  eight 
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Introducing  Global  Network  IT 
from  Raging  Knowledge.  Now  it's 
simple  to  find  IT  expertise  within 
your  organization. 

Global  Network  IT  uses  a  robust 
inquiry-response  collaboration  system 
that  enables  your  IT  staff  to  easily 
locate  and  access  the  internal 
expertise  they  need  to  maintain 
mission-critical  systems.  It  then 
archives  the  knowledge  for  transfer  to 
the  entire  organization. 

It's  that  easy! 

Global  Network  IT  brings  the  expertise 
to  you.  In  addition  to  finding  and 
managing  IT  expertise,  a  portfolio  of 
analytical  management  tools 
facilitates  a  clear  understanding  of  the 
organization's  expertise,  knowledge 
flow,  and  user  participation. 


Turn  your  IT  staff's  expertise 
into  a  classroom  of  answers. 

Finding  IT  expertise  is  easy  with  Global 
Network  IT.  Experience  it  now.  Visit  us 
today  at  www.ragingknowledge.com,  or 
call  212-430-3870. 


Knowledge 
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Without  visibility,  your  network  is  lost  Only  NetScout  guides  you  through  stormy  waters 
with  the  nGenius™  Performance  Management  System.  You  can  measure  application 
and  network  performance,  anticipate  future  capacity  needs,  reduce  the  cost  of  your 
operation,  and  quantify  the  effectiveness  of  your  infrastructure  investment  To  receive 
your  free  informational  CD  and  get  your  company  out  of  the  fog,  call  1-888-999-5946  or 
visit  www.netscout.com/cio.  Make  your  e-business  infrastructure  investment  count... 
before  your  company  hits  the  rocks. 
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Cover  Story  |  The  Privacy  Problem 


PRIVACY 


or  the  lack 
of  it,  is  the  paramount  concern  of 
Americans  wading  into  the  fathomless 
waters  of  the  Web.  Survey  after  survey 
shows  that  while  consumers  embrace  IT, 
they  are  concerned  about  its  potential  to 
compromise  their  privacy.  People  worry 


about  the  confidentiality  of  their  medical  records 
— who  has  access  to  them  and  for  what 
purpose?  Once  their  financial  transactions 
live  online,  once  their  consumer  preferences  are 
encoded,  who  can  guarantee  where  those  digitalized 
snapshots  will  surface? 

Businesses  are  now  taking  such  concerns  seriously.  A 
growing  number  of  companies  are  hiring  chief  privacy 
officers  (see  “Oh  No,  Not  Another  O!”  Page  88).  And  in 
the  health-care  arena,  CIOs  are  grappling  with  the  challenge  of  mak¬ 
ing  electronic  medical  information  as  secure  as  technologically  possi¬ 
ble  while  making  sure  that  it’s  accessible  to  those  who  can  best  use  it 
(see  “Invasive  Procedures,”  Page  76).  Pulling  off  this  balancing  act 
will  be  the  central  IT  drama  of  the  next  several  years. 
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The  Privacy  Problem 


Reader  ROI 

Find  out  what  hospitals 
are  doing  to  digitize 
medical  records 

Learn  the  pluses  and 
minuses  of  electronic 
medical  records 

Understand  the  extent 
to  which  technology  can 
and  cannot  safeguard 
patient  confidentiality 
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Your  head’s  been  stuffed  for  weeks,  and  you  don’t  know  why.  Having  gone  to  an 
allergist  for  a  round  of  tests,  you  leave  with  a  PIN,  a  password  and  a  URL.  This 
allows  you  to  log  in  to  a  secure,  personalized  website  to  check  the  results  of  your 
tests,  send  your  doctor  a  question  via  e-mail  and  schedule  a  follow-up  appointment. 
While  you’re  on  the  site,  you  take  a  look  at  your  medical  record  and  notice  it  lists 
a  medication  you’re  no  longer  taking.  You  e-mail  the  hospital  records  department 
to  make  the  change  and,  just  for  good  measure,  add  a  list  of  herbal  supplements 
you  take  at  home.  It’s  just  the  kind  of  accurate,  convenient,  cooperative  interac¬ 
tion  that  has  the  potential  to  tilt  the  power  balance  in  medicine  back  toward  the 
patient.  ■  But  what  if  you  weren’t  waiting  for  allergy  medicine?  What  if  you  were 

awaiting  results  from  a  test  for  pregnancy,  HIV  or  prostate  cancer? 

What  if  your  doctor’s  e-mail  reply  was  picked  up  by  your 

spouse,  coworker  or  a  stranger  bent  on  mischief? 
What  if  the  person  looking  at  that  medical  record 

wasn’t  you  but  a  bored  admissions  clerk  idly 
surfing  the  hospital’s  intranet,  or  your  nOSy 

neighbor  who  happens  to  be  in  the  office  of 

a  small  debt-collection  agency,  or  your 

ex-spouse’s  attorney  gathering 

evidence  to  be  used  against  you  in  a 

child-custody  case? 
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John  Halamka, 
CIO,  CareGroup 


Electronic  medical  records  promise  to  transform  the 
health-care  industry— if  security  and  privacy  afflictions 
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don’t  kill  the  patient  first 
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The  Privacy  Problem 


Health  Care 


change,  estimated  that  the 
health-care  industry  could 
save  at  least  $73  billion  annu¬ 
ally  by  adopting  electronic 
data-exchange  practices.  The 
“stick”  is  the  federal  gov¬ 
ernment.  Frustrated  with 
HMOs’  high  bureaucratic 
costs,  the  Department  of 
Health  and  Human  Services 
has  mandated,  through  its 
Health  Insurance  Portability 
and  Accountability  Act  of 
1996  (HIPPA),  that  large 
health-care  organizations  be 
prepared  to  adopt  more  cost- 
effective,  uniform  procedures 
for  exchanging  digital  data 
with  their  business  partners 
by  2002,  with  smaller  com¬ 
panies  to  follow  suit  a  year 
later. 

And  so  CIOs  at  health¬ 
care  organizations  find  them¬ 
selves  caught  at  the  intersec- 


Whither  Patient 
Confidentiality? 

t’s  that  vast  network  of  potentially 
interconnected,  large-scale  information 
systems  that  worries  privacy  advocates 
like  Dr.  Margo  Goldman,  a  practicing 
psychiatrist  and  director  of  policy  develop¬ 
ment  for  the  National  Coalition  for  Patient 
Rights,  an  Andover,  Mass.,  medical-records 
watchdog  organization.  Goldman  argues 
that  the  combination  of  widely  distributed 
electronic  records  and  increasing  demands 
from  managed-care  plans  for  the  disclosure 
of  patient  information  is  essentially  disman¬ 
tling  the  established  assumption  of  patient 
confidentiality. 

“Paper  records  can  be  locked  in  a  file  cab¬ 
inet.  If  there  was  a  disclosure  to  be  made, 
someone  had  to  go  through  the  medical 
records  office  with  a  specific  request,”  she 
points  out.  Now,  information  captured  once 
can  be  used  and  reused  in  countless  ways, 
often  without  the  patient’s  knowledge. 
“Unfortunately,  it’s  cheaper  and  easier  to 


It’s  cheaper  and  easier  to  give  health-care  workers  the 
broadest  aCCeSS.  And  with  no  policies  to  guide  this, 

■  left  to  their  own  devices.’’ 


institutions  are 


-Dr.  Margo  Goldman,  director  of  policy  development,  National  Coalition  for  Patient  Rights 


What  was  convenient  and  empowering 
can  quickly  become  an  invasion  of  privacy. 
If  consumers  are  cautious  with  their  credit 
cards  online,  imagine  their  concern  when  the 
most  intimate  details  of  their  body  and  mind 
are  computerized  and  circulated  to  a  poten¬ 
tially  wide  audience  for  myriad  reasons, 
often  without  their  knowledge  or  expressed 
informed  consent. 

Yet  make  no  mistake  about  it:  Electronic 
medical  records  are  coming,  slowly  but 
inevitably,  to  a  health-care  facility  near  you. 
The  “carrot”  is  cost  savings.  One  study,  by 
the  Workshop  on  Electronic  Data  Inter- 


tion  of  technological  imperative  and  public 
policy.  They’re  pushing  toward  the  goal  of 
fully  digital  medical  records,  even  as  they 
grapple  with  super-sensitive  and  as  yet  unre¬ 
solved  issues  of  security  and  privacy.  IS  exec¬ 
utives  are  striving  to  protect  their  networks 
against  outside  invasion  by  hackers  and 
minimize  the  more  insidious  threat  of  inter¬ 
nal  malfeasance.  They  are  also  trying  to 
ensure  the  security  of  data  flowing  out  of 
their  systems  into  the  networks  of  such  busi¬ 
ness  partners  as  billing  agents,  insurers,  debt 
collectors,  researchers,  agencies  at  every  level 
of  government  and  charitable  organizations. 


give  [health-care  workers]  the  broadest 
access,”  Goldman  says.  “And  with  no  over¬ 
arching  policies  to  guide  any  of  this,  institu¬ 
tions  are  left  to  their  own  devices.”  (New  pri¬ 
vacy  rules  announced  in  late  December  by 
outgoing  President  Clinton  are  intended  to 
provide  such  guidelines  in  two  years’  time.) 

Even  so,  CIOs  at  places  like  CareGroup, 
Kaiser  Permanente  and  Partners  Healthcare 
say  they  have  developed  state-of-the-art 
measures  to  safeguard  the  security  of  elec¬ 
tronic  medical  data  and  are  as  confident  as 
they  can  be  of  patient  confidentiality. 

IS  executives  also  note  that  a  majority  of 


L 
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their  patients  want  the  convenience  of  elec¬ 
tronic  medical  records.  “We  have  done  a  lot 
of  [patient]  surveying,  and  100  percent 
wanted  the  convenience  transactions  and  the 
ability  to  message  their  doctor  in  a  secure 
environment,”  says  John  Halamka,  CIO  at 
CareGroup,  a  Massachusetts-based  affili¬ 
ation  of  six  hospitals,  headed  by  the  Beth 
Israel  Deaconess  Medical  Center  in  Boston 
that  serves  1  million  patients. 


It  s  Not  the  Hackers 

ut  just  what  constitutes  a  secure 
environment?  The  prospect  of 
medical  records  being  accessed  by 
an  outside  hacker  is  the  scenario 
that  might  come  to  mind  most  quickly.  But 
Halamka  and  nearly  all  of  his  colleagues  at 
big  health  centers  across  the  nation  say  that 
that  particular  threat  is  as  close  as  it  can  be 
to  negligible,  thanks  to  measures  like  the 


eight-point  security  architecture  CareGroup 
maintains  to  protect  its  $1.4  billion  inte¬ 
grated  data  network. 

“The  risk  of  outside  invasion  is  one  in  a 
multiple  million,”  says  Halamka,  who  is 
also  an  emergency  room  physician.  “The 
real  risk  is  not  external,  it’s  internal.”  In 
other  words,  it’s  not  the  stranger  on  the  Net, 
but  the  stranger  inside  the  hospital  system 
who’s  more  likely  to  compromise  confiden- 


Keeping  Uncle  Sam  Happy 

Ensuring  the  security  of  data  once  it  leaves  the  hospital  will  be  the  tricky  part 


mid  all  the  hoopla  over  privacy  and  security,  it’s  easy 
to  forget  that  HIPPA— the  Health  Insurance  Portability 
'  and  Accountability  Act  of  1996— was  established  to 

foster  uniform  (and  therefore  cost-efficient)  data 
exchange  among  health-care  organizations  and  their 
business  partners.  The  act  mandates  standard  electronic  transac¬ 
tions,  codes  and  identifiers  designed  to  enable  organizations  to  use 
the  Internet  rather  than  expensive  private  networks  for  electronic 
data  interchange. 

After  Congress  failed  in  1999  to  pass  medical  privacy  legislation,  it 
fell  to  the  Department  of  Health  and  Human  Services  to  develop  pri¬ 
vacy  and  security  standards  to  safeguard  the  data  exchange  at  the 
heart  of  HIPPA.  Those  regulations  were  still  unfinished  at  press  time, 
following  an  avalanche  of  public  comment  this  past  spring.  But 
health-care  organizations  and  other  industry  watchers  have  a  pretty 
clear  idea  of  what  will  be  in  each  provision,  and  IS  managers  say  the 
regulations  won’t,  for  the  most  part,  be  difficult  to  comply  with. 

What  does  have  the  potential  to  keep  CIOs  awake  at  night  is 
HIPPA’s  proposed  requirement  that  hospitals,  as  originators  of  indi¬ 
vidual  medical  data,  are  responsible  for  certifying  that  any  business 
partners  with  which  they  share  data  comply  with  its  forthcoming 
security  and  privacy  regulations.  Health-care  executives  at  all  levels 
fear  they  will  not  be  able  to  ensure  that  third-party  partners  (bill  col¬ 
lectors,  researchers,  and  even  state  and  federal  governments)  will 
have  systems  as  secure  as  theirs. 

Health  organizations  and  the  businesses  that  deal  with  them  are 
"all  over  the  map"  in  terms  of  HIPPA  readiness  and  the  broader  goal 
of  full  electronic  medical  record  keeping,  observes  Jon  Bogen,  CEO 
and  founder  of  HealthCIO.com,  a  health-care  e-market  research,  con¬ 
sulting  and  strategy  company  in  Duxbury,  Mass.  "Large  integrated 
delivery  systems  are  digitizing  and  have  clinical  data  repositories, 
but  the  small  doctors’  offices  out  in  the  communities?  They  don’t 
have  it  yet,”  Bogen  says. 

Some  analysts  and  pundits  have  likened  HIPPA  to  Y2K  in  its  scope 


and  severity,  an  analogy  that  aptly  describes  the  act’s  potential  to 
transform  the  business  practices  of  the  entire  industry.  But  unlike 
Y2K,  HIPPA  has  no  immediate  deadline.  Large  organizations  have 
until  2002,  and  smaller  ones  until  2003,  to  make  their  systems  com¬ 
pliant.  And  analysts  are  predicting  that  in  the  first  few  years,  the  feds 
will  assess  financial  penalties  of  only  the  most  flagrant  violations, 
which  would  give  organizations  time  to  phase  in  their  changes. 

Whether  all  this  digitization  and  regulation  is  actually  good  for 
the  individual  patient  is  a  matter  of  intense  debate.  Industry  watch¬ 
ers  like  Jim  Klein,  of  the  Gartner  Group,  feel  the  patient  is  more 
protected  under  HIPPA  than  before,  thanks  to  its  stringent  security 
regulations  and  more  specific  guidelines  that  spell  out  exactly  how 
medical  facilities  can  use  patient  information  (for  treatment,  for  pay¬ 
ment  and  related  operations,  and  for  additional  purposes  that  are  in 
the  public  interest). 

But  privacy  advocates  are  not  so  sure.  The  "public  interest"  clause 
in  the  proposed  privacy  regulation,  they  contend,  can  be  widely 
applied  to  a  list  of  questionable  uses.  For  instance,  it  could  be 
claimed  by  employers,  health-care  researchers  (including  pharma¬ 
ceutical  companies  that  fund  the  research),  federal,  state  and  local 
governments,  and  law  enforcement  personnel.  In  addition,  the  pro¬ 
posed  privacy  regulation  addresses  only  health  data  transmitted 
electronically  and  doesn't,  in  its  current  form,  give  patients  the  right 
to  sue  when  they  feel  confidentiality  has  been  breached. 

Whatever  privacy  regulations  are  finally  adopted,  they  won’t 
require  much  extra  work  beyond  what  health-care  organizations  are 
already  doing  to  become  compliant  with  the  main  body  of  the  regula¬ 
tion,  Klein  believes.  Most  HCOs  will  need  to  add  some  kind  of  disclo¬ 
sure  logging  system  to  allow  them  to  electronically  track  all  external 
requests  for  patient  information,  he  predicts. 

But  beyond  that,  he  says,  privacy  compliance  will  be  more  a  mat¬ 
ter  of  policies  and  procedures  than  of  technology.  “If  you  have  a  cor¬ 
porate  culture  that’s  absolutely  scrupulous  in  controlling  information 
dissemination,  you’re  going  to  be  all  set."  -T.  Mayor 
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ees  is  a  little  harder  to  con¬ 
trol.  Health-care  organiza¬ 
tions  walk  a  fine  line  in  deter¬ 
mining  which  employees  are 
given  access  to  what  data 
under  which  circumstances. 
Too  much  access  and  a 
patient’s  privacy  can  be  vio¬ 
lated,  as  when  a  simple  dis¬ 
charge  order  unnecessarily 
includes  psychiatric  notes. 
Too  little,  and  caregivers  can 
be  denied  critical  patient  data 
when  they  need  it  the  most. 

“It’s  an  uneasy  balance. 
You  want  to  protect  people’s 
rights,  but  you  don’t  want 
doctors  in  an  emergency 
room  or  a  neurologist  who’s 
new  on  a  case  having  to  say, 
‘God,  I’m  sorry,  I  can’t  see 
your  data,”’  explains  John 
Glaser,  CIO  at  Partners 
Healthcare  System,  a  $3.5 
billion  Boston-based  organi¬ 
zation  that  comprises  more 
than  5,000  physicians  and 


federal  agencies.  “The  bigger  problem  is  the 
movement  of  data  through  multiple  organi¬ 
zations,  the  secondary  and  tertiary  transfer 
of  data,”  observes  Glaser.  “Those  issues  are 
more  about  policy  and  regulations  than  they 
are  about  technology.  And  of  course  HIPPA 
addresses  that  to  a  very  serious  degree.”  (See 
“Keeping  Uncle  Sam  Happy,”  Page  79,  for 
more  on  how  health-care  organizations  are 
preparing  to  comply  with  the  Health  and 
Human  Services  regulations.) 

The  Technology  Arsenal 

t  a  time  when  even  progressive 
health-care  organizations  are 
still  working  toward  the  ideal  of 
truly  ubiquitous  electronic  med¬ 
ical  records,  70  percent  of  CareGroup’s 
patient  records  are  Web-enabled,  says 
Halamka,  a  result  of  the  merger  of  the  Beth 
Israel  and  Deaconess  hospitals  in  1996.  “We 
needed  a  way  to  display  to  physicians  data 
that  was  stored  in  several  different  legacy 
databases,”  Halamka  explains.  Rather  than 
create  a  monolithic  data  repository,  Care- 
Group  chose  to  build  a  virtual  patient  record 
that  leaves  legacy  data  where  it  is  and 


We  can  mil  3  report  that  says,  ‘Give  me  all  the  physicians 
last  week  who  had  clC'CCSS  to  a  patient  record,’  then  determine 
if  there  WaS  cl  TCaSOIl  for  this.” 


-Rick  Skinner,  CIO,  Providence  Health  System’s  Oregon  operations 


tiality,  either  intentionally  or  accidentally. 

Kaiser  Permanente,  the  nation’s  largest 
HMO,  is  still  smarting  from  one  such  unin¬ 
tentional  leak,  which  occurred  when  about 
850  e-mail  messages,  some  of  which  con¬ 
tained  sensitive  personal  medical  informa¬ 
tion,  were  wrongly  sent  to  1 9  Kaiser  Perma¬ 
nente  members.  The  glitch  occurred  when  a 
technician  was  upgrading  the  company’s  sys¬ 
tem,  and  Kaiser  Permanente  officials  say 
they  are  working  to  ensure  such  leaks  don’t 
happen  again. 

Internal  snooping  by  authorized  employ- 


such  hospitals  as  Massachusetts  General  and 
Brigham  and  Women’s. 

Hospitals  must  also  guard  against  the 
prospect  of  personnel  with  authorized  access 
using  data  incorrectly,  as  when  a  gynecolo¬ 
gist  at  one  health  plan  read  a  patient’s  psy¬ 
chiatric  records  online  and  told  her  that  her 
menopausal  problems  were  all  in  her  head. 

More  worrisome,  and  more  directly  in  the 
CIO’s  purview,  is  what  happens  to  medical 
data  once  it  leaves  the  hospital  network  and 
travels  out  to  insurers,  researchers,  fund-rais¬ 
ers,  debt  collectors  and  various  state  and 


assembles  and  presents  the  data  in  a  uni¬ 
form,  browser-based  interface  that’s  easy  to 
work  with  and  familiar.  “The  Web  is  agnos¬ 
tic  and  ubiquitous.  It  can  take  data  from 
wherever  and  display  it  at  the  point  of  care, 
wherever  that  may  be,”  Halamka  says. 

A  Web  browser  may  make  a  great  front 
end  for  aggregating  data,  but  the  Web  itself 
is  simply  too  wide  open  to  serve  as  a  secure 
delivery  vehicle,  health  IT  managers  say. 
That’s  why  CareGroup  and  many  other 
large  health  organizations  use  virtual  pri¬ 
vate  networks  to  bring  physicians’  offices 
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deliberately  or  inadvertently,  on  a  local 
machine.  Finally,  the  system  automatically 
compiles  security  logs,  server  logs  and  failed 
log-in  attempts,  and  spits  out  a  printout  for 
IS  personnel  to  review  on  a  daily  basis. 

CareGroup  combats  the  abuse  of  privacy 
by  employees  through  several  means.  The 
technology  ensures  that  employees  see  the 
minimum  amount  of  personal  data  they 
need  to  perform  their  jobs,  and  all  employ¬ 
ees  are  trained  extensively  in  privacy  pro¬ 
tection.  Those  caught  violating  the  rules  are 
fired.  “We  fire  three  or  four  people  a  year,” 
Halamka  says. 

Like  CareGroup,  Partners  HealthCare 
System  requires  its  physicians,  clinicians  and 
other  employees  to  access  the  company’s 
network  via  a  user  ID,  password  and,  when 
coming  in  from  offsite,  a  secure  PIN. 
Workers  are  also  assigned  varying  levels  of 
access  depending  on  their  job  role,  according 
to  Glaser. 

Partners  uses  prompts  and  reminders 


“We  il  know  it  s  you  on  the  system,  and  with  the  digital 
signature  ,  well  know  it’s  you  doing  the  worK.” 

-Tim  Sullivan,  senior  vice  president  and  CIO,  Kaiser  Permanente 


and  other  outlying  staff  into  their  networks. 

To  protect  this  multi-institutional  net¬ 
work,  CareGroup  instituted  a  security  archi¬ 
tecture  built  on  recommendations  from  the 
federal  government’s  National  Research 
Council.  Any  medical  staffer  can  log  on  to 
this  system  with  a  SecurlD,  a  small,  hand¬ 
held  device  with  a  microprocessor  displaying 
a  code  that  changes  every  60  seconds  or  so. 
To  access  the  system,  staffers  must  enter  a 
user  name,  a  PIN,  and  the  current  password 
from  the  SecurlD.  If  they  enter  an  old  pass¬ 
word,  the  system  just  won’t  let  them  in. 

Access  control  is  assigned  by  job  role  on 
a  need-to-know  basis,  with  each  person 
receiving  the  minimum  amount  of  data  nec¬ 
essary  to  perform  his  job.  For  example,  an 


administrator  in  charge  of  discharging  a 
patient  wouldn’t  have  access  to  that  patient’s 
psychiatric  records. 

Audit  trails  that  display  time,  date,  infor¬ 
mation  accessed  and  user  ID  are  monitored 
daily,  Halamka  says,  and  are  available  for 
patient  review  on  request.  Remote  access  is 
protected  by  firewalls,  encryption  and  sin¬ 
gle-session  passwords,  and  electronic 
records  are  authenticated  using  electronic 
signatures.  To  ensure  physical  security, 
locked,  geographically  dispersed  site  servers 
and  offsite  backup  for  disaster  recovery  are 
required.  At  the  workstation  level,  virus 
checking  is  required  and  page  caching  is  pre¬ 
vented,  so  that  records  can’t  be  retrieved 
from  a  central  server  and  then  stored,  either 


built  right  into  the  software  as  a  first  line  of 
defense  in  determining  whether  employees 
with  clearance  are  using  their  access  inap¬ 
propriately.  “If  we  detect  you  going  after 
someone’s  record  for  not  a  priori  reason,  we 
say  via  software,  Tell  me  your  relationship  to 
this  patient,”  says  Glaser.  “If  he  says  he’s  a 
consulting  physician,  we  ask  for  how  long 
and  if  the  patient  is  giving  him  approval  to 
do  this.  And  we  remind  people  that  we 
reserve  the  right  to  see  if  there’s  a  consent 
on  file.” 

The  Providence  Health  System,  a  regional 
health-care  organization  in  the  Northwest, 
headquartered  in  Seattle,  uses  a  similar  two- 
step  access-and-audit  approach,  according 
to  Rick  Skinner,  CIO  of  Oregon  state  oper- 
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ations.  For  efficiency  purposes,  all  physicians 
are  given  access  to  all  patient  records.  If, 
however,  the  doctor-patient  connection  has 
not  been  entered  into  the  system,  a  screen 
pops  up  reminding  the  doctor  that  he  isn’t 
the  physician  of  record  and  warning  that 
access  to  the  patients’  records  will  be  audited 
and  reviewed.  “We  can  run  a  report  that 
says,  ‘Give  me  all  the  physicians  last  week 
who  had  that  access,’  and  then  determine  if 
there  was  a  reason  for  this,”  Skinner  says. 

Like  CareGroup,  Providence  looks  to  the 
Web  to  bring  together  disparate  systems 
across  geographically  dispersed  medical  cen¬ 
ters.  Four  years  ago,  the  organization  finally 
abandoned  the  idea  of  a  centralized  data 
repository  after  concluding  the  maintenance 
requirements  were  too  costly.  Now,  between 
60  percent  and  75  percent  of  all  hospital 


data  is  recorded  electronically,  with  the 
remainder  (handwritten  physicians’  notes 
and  the  like)  scanned,  digitized  and  added 
to  the  legal  medical  archive  upon  the 
patient’s  discharge.  Physicians  and  other 
staff  can  access  reports  via  the  Web  from 
several  systems,  including  laboratory,  radi¬ 
ology,  order  entry,  EKG  and  transcription. 

We  Know  It’s  You 

his  month,  Kaiser  Permanente, 
which  serves  some  8  million 
members  in  1 1  states  and  Wash¬ 
ington,  D.C.,  is  expected  to 
launch  a  new  public-key  infrastructure  (PKI) 
system,  which  many  IS  practitioners  view  as 


the  most  secure  system  commercially  avail¬ 
able  today.  A  PKI  uses  digital  certificates  to 
authenticate  users  and  then  uses  digital  sig¬ 
natures — the  electronic  “signing”  of  docu¬ 
ments — to  track  what  actions  people  take 
while  logged  on  to  the  system,  what  files 
they  look  at,  what  orders  they  issue  and  so 
on.  “We’ll  know  it’s  you  on  the  system,  and 
with  the  digital  signature,  we’ll  know  it’s 
you  doing  the  work,”  says  Tim  Sullivan, 
senior  vice  president  and  CIO  at  Kaiser 
Permanente  in  Oakland,  Calif.  Kaiser  Per- 
manente’s  Hawaii  operations  will  be  the  first 
to  use  PKI,  with  California  and  Colorado 
due  to  follow  in  the  coming  year. 

CIOs  at  the  big  medical  institutions  like 
CareGroup,  Partners  Healthcare  and  Kaiser 
Permanente  are  confident  that  their  systems 
are  secure  from  unwanted  intrusion.  Internal 


systems  and  policies  are  in  place  to  keep 
employees  toeing  the  security  line,  and 
HIPPA  will  make  health-care  organizations 
liable  if  any  of  their  business  partners  use 
patient  information  in  inappropriate  ways. 
That  leaves  the  doctor-patient  interaction  as 
the  last  wide-open  security  front. 

Busy  caregivers  are  now  “talking”  with 
patients  via  e-mail,  websites,  faxes  or  even 
just  plain  voice  mail.  But  these  unregulated, 
seemingly  benign  forms  of  communication 
are  often  the  places  where  security  and  con¬ 
fidentiality  are  most  apt  to  be  compromised, 
health-care  CIOs  say. 

“When  a  doctor  is  communicating  with 
a  patient  over  e-mail,  he  doesn’t  know  who’s 


actually  picking  up  that  mail,  how  quickly 
it’s  being  read  or  what  frame  of  mind  the 
patient  is  in  when  he  gets  it,”  Partners’ 
Glaser  notes.  “When  you  talk  about  e-mail 
security,  encryption  is  the  least  part  of  it.” 

Kaiser  Permanente  plans  to  launch  next 
year  a  post-office  e-mail  system  aimed  at 
addressing  some  of  those  issues  in  a  stan¬ 
dardized  way.  Rather  than  simply  swapping 
e-mail  with  a  doctor,  patients  will  receive  an 
e-mail  telling  them  they  have  a  message 
waiting  at  a  secure  website,  which  they  then 
must  access  via  password  and  PIN.  “That 
still  won’t  prevent  people  from  writing  their 
password  on  a  yellow  sticky  note  next  to 
their  PC,  but  it  does  take  that  messaging  out 
to  somewhere  that’s  secure,”  says  Sullivan. 

Currently,  all  Kaiser  Permanente  patients 
can  refill  prescriptions  and  schedule  nonur¬ 
gent  appointments  online,  with  online  access 
to  medical  records.  CareGroup  launched  a 
site  this  past  spring  that  gives  patients  access 
to  their  medical  records — with  reservations, 
says  Halamka.  “Some  items  we  have  elected 
not  to  Web-enable,”  he  explains.  “Pathology 
results,  viral  loads  [an  indication  of  HIV 
health],  cancer  results — those  all  need 
human  interaction,”  he  says.  “But  patients 
can  look  up  a  list  of  any  diagnostic  elements 
done  to  them  recently,  review  their  medica¬ 
tion  lists,  add  to  their  own  problem  list  or 
check  out  drug-to-drug  interactions.” 

Those  kinds  of  conveniences  meet  the 
needs  of  evermore  savvy  health-care  con¬ 
sumers,  says  Peter  Waegemann,  executive 
director  of  the  Medical  Records  Institute. 
Privacy  and  security  issues  are  still  being 
hashed  out,  he  concedes,  but  the  future  of 
electronic  medical  records  is  secure.  “It’s 
irresponsible  in  the  year  2000  not  to  have  a 
maintenance  record  on  your  own  body,” 
Waegemann  says.  “People  are  conscious 
that  their  health  is  their  main  asset,  and  they 
want  control  over  that  asset.”  BE! 


How  secure  are  your  electronic  medical  records?  Let 
Senior  Editor  Alison  Bass  know  at  abass@cio.com. 
Tracy  Mayor  is  a  freelance  writer  specializing  in 
business  and  technology.  She  can  be  reached  at 
tmayor@mediaone.net. 


“When  a  doctor  e-mails  a  patient, 

he  doesn’t  know  who’s  actually 

picking  up  that  mail,  how  qmckly 

it’s  being  read  or  what  frame  01 
mind  the  patient  is  in  when  he  gets  it.” 

-John  Glaser,  CIO,  Partners  Healthcare  System 


84  CIO  JANUARY  15,  2001  •  www.cio.com 


Unri 


| 


a® 


sill 


ili 


»; 


|  MW 

i»  matW*  *  "• 


%$r 


ff1.' 


■@sfef  e$fcp 


gH  .'If  4 


■■nM 


rases 


A  JSm 


mk 


zWwk, 


/ 


I 


ML 


}*>\  ■■% 


When  business  teams  with  technology. . . 

VERITAS®  gets  you  to  the  top. 


The  Data  Availability  Company' 


VERITAS 
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There’s  plenty  of  hype  about  chief 
privacy  officers,  but  some  say  their  main 
function  is  PR.  Is  that  such  a  bad  thing? 

BY  STEVE  ULFELDER 


When  Verizon  Communications  faced  a  worker  strike  last  August,  the 
company  wanted  to  do  all  it  could  to  meet  customer  needs  during  the  walkout.  So 
the  IT  people  hastily  put  up  an  Internet  application  to  assist  people  in  posting 
repair  requests  online.  But  the  new  application  wasn’t  airtight — as  a  customer 
playing  around  with  it  soon  found  out.  “He  was  able  to  see  some  information 
about  his  account,”  says  Shelley  Harms,  Verizon’s  chief  privacy  officer.  “He  could 
see  other  [customers’]  information  too.  It  was  kind  of  a  security  breach.” 

Verizon  moved  quickly  to  fix  the  problem,  and  no  damage  was  done.  IT  workers 
handled  the  crisis  while  Harms  was  away.  Her  contribution  came  later:  “I  talked  to 
the  techies  about  how  we  could  prevent  this  from  happening  again.”  No  matter 
how  hurried  a  project  is,  Harms  learned,  it’s  critical  to  take  time  to  probe  Internet 
applications  for  holes.  Verizon  has  since  instituted  a  policy,  developed  by  her  and 
the  company  CIO,  to  ensure  all  subsequent  projects  would  be  “hack-tested.” 

Harms  considers  herself  a  CPO  with  clout.  But  she  may  be  an  exception  to  the 
rule.  While  their  own  press  releases  say  that  chief  privacy  officers  serve  as  a  sort  of 
corporate  ombudsman,  standing  up  for  the  little  guy — the  customer — privacy 
advocates,  analysts  and  even  some  CPOs  concede  that  their  primary  role  may  be 
public  relations,  not  to  mention  protection  from  lawsuits.  The  latest  addition  to  the 
executive  suite  may  bring  value  to  the  company,  but  there  should  be  no  mistaking 
what  that  value  is. 

Six  months  ago,  chief  privacy  officers  were  all  but  unheard  of.  Most 
businesses  had  a  person  or  people  handling  privacy-related  issues,  of 
course,  but  the  task  was  unpublicized  and  usually  handled  by  corporate 
counsel.  However,  a  series  of  privacy-related  snafus  have  damaged  the 
public  perception  and  stock  price  of  some  companies.  Last  fall,  for 
example,  online  retailer  Buy.com  accidentally  exposed  the  names  and 
telephone  numbers  of  some  customers  to  other  Internet  users  because  of 
a  problem  with  United  Parcel  Service’s  new  Web-based  product  return 
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►  Learn  what  the  newest  chief 
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system.  The  previous  month,  Amazon.com 
was  widely  panned  for  its  decision  to  stop 
guaranteeing  that  it  would  no  longer  share 
customer  information  with  third  parties. 
And  earlier  this  year,  New  York  City-based 
Doubleclick,  an  Internet  advertising  com¬ 
pany,  was  forced  to  cancel  plans  to  merge 
information  about  people’s  Internet  surf¬ 
ing  practices  with  personal  information  on 
those  consumers. 

In  the  wake  of  these  well-publicized  deba¬ 
cles,  CPOs  have  been  named  by  such  blue 
chips  as  American  Express,  AT&T,  IBM  and 
General  Motors.  But  CIOs  remain  skeptical 
about  their  value.  Jim  Swartz,  CIO  at  Sybase, 
an  Emeryville,  Calif.,  software  company, 
says,  “There  are  a  lot  of  people  already  who 
deal  with  privacy.”  He  names  the  legal, 


human  resources,  IT,  sales  and  marketing 
departments.  While  the  issue  of  privacy  itself 
will  continue  to  grow  in  importance,  the  title, 
Swartz  predicts,  “will  peak  out.” 

As  for  bravely  fighting  for  the  customer, 
we’ve  all  seen  various  executives  wage  battles 
over  issues  that  would  hurt  the  bottom  line  in 
the  short  run  but  would  be  better  for  the 
company  image  in  the  long  run.  The  short 
run  always  seems  to  win  out,  doesn’t  it? 

There’s  another  powerful  reason  for  CIOs 
to  wonder  exactly  what  the  new  “C”  on  the 
block  is  up  to:  Almost  by  definition,  the  bulk 
of  the  CPO’s  job  will  revolve  around  IT 
issues.  Is  the  website  secure?  Where  are  the 
vulnerable  points  in  the  network?  Who  has 
access  to  which  databases?  And  yet  few  of 
the  newly  minted  CPOs  have  IT  back¬ 


grounds,  a  fact  that  concerns  CIOs  already 
overloaded  with  educational  duties. 

Interviews  for  this  story  reveal  still 
another  reason  to  be  skeptical  about  the 
CPO  dance  craze.  Companies  with  CPOs 
are  eager  to  parade  their  new  treasures 
before  the  press.  But  ask  a  PR  flack  for 
interviews  with  the  CPO  and  the  CIO — to 
explore  this  critical  relationship,  to  probe 
how  the  two  functions  plan  to  work 
together — and  you  instead  get  hemming  and 
hawing,  throat-clearing  and  excuses.  Draw 
your  own  conclusions. 

It’s  not  that  all  CPOs  are  window  dress¬ 
ing.  Experts  agree  that  a  CPO  with  true 
power  and  proper  resources  is  an  important 
player  in  an  e-business  era.  The  question  is, 
How  many  have  that  power  and  how  many 
have  those  resources? 

While  the  newness  of  the  title  makes  it 
hard  to  say  how  many  actual  CPOs  exist, 
privacy  experts  and  people  active  in  associ¬ 
ations  for  CPOs  estimate  the  number  at  no 
more  than  100  nationwide.  A  recent  meet¬ 
ing  of  the  brand-new  Association  of  Cor¬ 
porate  Privacy  Officers  (www.pandab.org) 
drew  67  attendees. 

Making  the  CPO  Your  Ally 

Unlike  most  CPOs,  Mark  Law¬ 
rence  is  an  IT  guy.  Before  being 
named  privacy  officer  in  July  at 
CompuCredit,  a  financial  serv¬ 
ices  company  based  in  Atlanta,  he  was  that 
company’s  IT  director — a  title  he  retains. 
“When  the  company  looked  at  this  issue,  I 
did  a  little  research,”  Lawrence  says.  “There 
are  not  a  lot  of  us  [CPOs],  and  most  have 
legal  or  PR  backgrounds.”  But  Compu¬ 
Credit,  he  adds,  “wanted  to  put  the  privacy 
function  closer  to  where  the  data  was.” 

That  makes  sense.  Yet,  as  Lawrence  notes, 
CPOs  tend  to  have  a  legal,  rather  than  an  IT, 
background.  Of  the  six  CPOs  interviewed 
for  this  story,  three  come  from  the  legal  side 
and  two  have  both  IT  and  legal  credentials; 
Lawrence  is  the  only  pure  IT  person. 

This  isn’t  necessarily  a  crippling  blow 
to  your  organization;  CPOs  are  cross¬ 
functional  almost  by  definition,  and  they 
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Liebert's  new  powerdigm  - 
using  tailored  solutions  to  deliver  high  9's 


I 


As  more  companies  rely  on  technology  to  drive  their  business,  they  begin  to  demand 
more  of  the  people  who  specify  critical  systems.  Today's  business  can  no  longer  afford 
a  moment  of  downtime.  Relying  on  the  "old"  paradigm  of  the  utility  grid  simply  won't 
deliver  the  reliability  you  need.  Electrical  equipment  needs  clean,  ultra-reliable  power. 
High  9's  and  then  some.  In  other  words,  you  need  Liebert. 

We're  utilizing  over  30  years  of  experience  protecting  critical  systems  to  create  a  new 
"powerdigm"  -  a  world  with  incredibly  clean,  dependable  power.  We  deliver  this  new 
paradigm  in  a  variety  of  forms  -  from  on-line  UPSs  to  three-phase  power  protection  to 
unique  AC/DC  hybrid  solutions.  But  our  comprehensive  approach  doesn't  stop  there. 

It  also  includes  our  precision  air  products,  as  well  as  remote  site  monitoring  and  the 
world's  largest  service  organization. 

For  more  information,  visit  us  at  www.isp3.liebert.com. 

*  2000  Liebert  Corporation.  All  rights  reserved  throughout  the  world.  Specifications  subject  to  change  without  notice. 
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-Jim  Swartz ,  CIO,  Sybase 


have  to  come  from  somewhere.  Andrew 
Shen,  a  policy  analyst  at  the  Electronic 
Privacy  Information  Center  (EPIC),  a 
Washington,  D.C.-based  research  and  advo¬ 
cacy  group,  says,  “An  effective  CPO  has  to 
be  integrated  into  all  facets.  They  have  to 
be  able  to  talk  to  the  technology  people,  the 
marketing  people,  management  and  legal.” 

Legal  training  may  play  another  impor¬ 
tant  role  as  well.  “Being  an  attorney,  I’m 
always  thinking  in  terms  of,  Who’s  my 
client?”  says  Ray  Everett-Church,  CPO  and 
vice  president  of  public  policy  at  Hayward, 
Calif.-based  AllAdvantage.com,  an  infome- 
diary  that  tracks  consumers’  Internet-surf¬ 
ing  habits.  “I  try  to  represent  the  party  who’s 
not  at  the  table.  So  when  I’m  with  business 
development  people  and  tech  people,  I’m 
representing  our  [customers].  I  wind  up 


dancing  between  three  different  fields: 
legal/policy  issues,  marketing  and  growth 
concerns,  and  technology.” 

This  type  of  constant  negotiation  is 
hardly  viewed  as  the  strong  suit  of  IT  organ¬ 
izations,  so  perhaps  it’s  no  coincidence  that 
IT  people  are  seldom  called  on  for  the  CPO 
job.  Yet  in-depth  IT  knowledge  is  hard  to 
beat  when  you’re  dealing  with  thorny  tech¬ 
nology-related  privacy  issues  every  day. 
CPOs  with  legal  backgrounds  tend  to  get 
vague  when  asked  how  they  stay  up-to-date 
on  complex  IT-related  topics.  “It  depends 
on  the  issues,”  says  Harms,  who  may  be 
the  dean  of  the  field,  having  served  as 
Verizon’s  (formerly  Bell  Atlantic’s)  privacy 
guru  since  1994.  “Our  people  are  good  at 
explaining  technology.  And  you  do  sort  of 
pick  up  the  vocabulary.” 


Small  wonder,  then,  that  obtaining  an  on- 
the-fly  education  is  a  high  priority  for  many 
CPOs.  “A  lot  of  them  need  to  learn  about 
technology,”  says  Chris  Kelly,  chief  privacy 
officer  at  Excite@Home,  a  division  of 
Redwood  City,  Calif.-based  At  Home  Corp. 
Kelly  is  a  rare  CPO  with  a  great  deal  of 
experience  in  both  privacy  law  and  IT;  as 
such,  he  is  often  sought  out  by  new  CPOs 
looking  to  get  their  bearings.  “A  lot  [of 
CPOs]  are  lawyers,  or  marketing  or  busi¬ 
nesspeople  transitioning  into  the  role,”  he 
adds.  Their  top  priority?  “They  want  to 
learn  the  tech.” 

This  need  for  an  education  is,  to  borrow  a 
phrase  from  those  marketing  types,  an 
opportunity  for  CIOs.  It’s  worth  your  while 
to  make  sure  you,  rather  than  anybody  else, 
explain  to  the  brand-new  CPO  how  the 
company’s  data  flows,  how  its  technology 
works.  It’s  a  relationship  you’ll  want  to  cul¬ 
tivate,  and  that’s  especially  true  if  the  CPO 
is  a  technology  neophyte. 

There  are  two  reasons  to  do  this.  First, 
it’s  a  wise  political  move  to  make  your  CPO 
an  ally.  Second,  the  CIO’s  in-depth  knowl¬ 
edge  on  privacy  technology  can  best  help 
the  company  safeguard  data.  Sybase  CIO 
Swartz  says  that  although  his  company  lacks 
a  CPO,  education  is  one  of  his  primary 
duties.  “We  work  very  closely  with  the  legal, 
marketing  and  sales  groups,”  he  says.  “We 
need  to  make  it  clear  across  the  board  that 
privacy  is  a  top  priority,”  Swartz  adds, 
sounding  eerily  like  a  CPO. 

Steve  Lucas  serves  as  both  CIO  and  CPO 
at  Persona,  a  Broomfield,  Colo.-based  info- 
mediary  that  lets  consumers  decide  what 
information  they  want  to  share  with  online 
businesses.  An  IT  guy  at  heart  (he  served  as 
CIO  at  Excite  before  moving  to  Persona), 
Lucas  says  that  without  a  technology  back¬ 
ground,  many  CPOs  “won’t  even  know 
what  questions  to  ask.”  When  Lucas  heard 
conflicting  stories  about  a  potential  business 
partner’s  privacy  practices,  he  went  right  to 
the  company’s  database  administrator  to  get 
the  straight  scoop.  As  a  CIO,  Lucas  says,  he 
knew  “the  database  administrator  always 
knows  what’s  going  on.” 
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IN  CASE  YOU  HADN’T  NOTICED, 


YOUR  BUSINESS  HRS  LEFT  THE  BUILDING. 


It  probably  comes  as  no  surprise  that  business 
is  getting  done  in  a  whole  new  way.  But  you 
might  not  be  ready  for  how  drastically  wireless 
technology  is  about  to  change  our  world.  Which 
means  that  you  need  the  right  partner  to  help 
solidify  your  strategy.  And  that's  where  we  come  in. 
As  a  leading  wireless  systems  integration  firm, 
we  re  devoted  exclusively  to  engineering  solutions 
for  a  mobile  planet.  With  senior  business 
consultants  and  engineering  technologists  who 
understand  the  dizzying  world  of  wireless 
applications,  service  providers,  devices  and  evolving 


networks.  And  experience  working  with  both  Fortune 
1000  leaders  and  major  Internet  infrastructure 
companies.  For  our  free  wireless  primer  or 
more  information,  go  to  www.stellcom.com/primer. 
Or  call  1-888-554-2024.  We  ll  help  take  your  business 
to  a  whole  new  place. 
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marketing, 
and  technology.” 

-Ray  Everett-Church,  CPO 
and  vice  president  of  public  policy 
at  AllAdvantage.com 


When  CPOs  Matter 

hile  it’s  reasonable  to  ques¬ 
tion  the  sincerity  of  the 
CPO  movement  in  general, 
there  are  instances  when 
the  new  function  truly  influences  decisions. 

“Just  about  every  deal  that  comes  down 
the  pike  has  [privacy-related]  elements,” 
Everett-Church  says.  He  cites  a  recent  case 
in  which  an  AllAdvantage.com  partner 
“was  building  an  infrastructure  to  make  it 
easier  to  personalize  and  customize  websites 
based  on  a  person’s  online  profile.  If  they 
knew  you  liked  soccer  and  fishing,  the  actual 
[site]  content  would  show  you  new  waders 
and  soccer  shoes.” 

Everett-Church  says  this  potential  deal 
“really  raised  a  lot  of  thorny  issues.  It  takes  a 
lot  of  delving  into  the  database  to  determine 


the  factors  that  would  tell  you  how  to  gen¬ 
erate  that  kind  of  content.”  In  the  end,  he 
says,  “that  deal  didn’t  happen;  the  technol¬ 
ogy  wasn’t  there  to  let  us  draw  from  the  pro¬ 
file,  then  serve  up  the  information  while 
keeping  privacy  intact.  Company  officials 
feared  that  once  they  were  able  to  dip  into 
a  database  for  that  kind  of  personal  infor¬ 
mation,  they  wouldn’t  be  able  to  safeguard 
that  information  down  the  line.  “We  said, 
‘This  is  where  the  data  needs  to  flow,  here 
are  the  points  where  it  breaks  down.  Can  we 
find  ways  to  plug  holes  or  change  the  data 
flow?”’  recalls  Everett-Church.  “It  was  a 
case  of  incredibly  intelligent  people  poring 
over  the  problem  and  deciding  the  technol¬ 
ogy  just  isn’t  there  yet.” 

Eager  to  avoid  a  reputation  as  the  guy 
who  says  “No”  all  the  time,  Everett-Church 


is  quick  to  mention  a  deal  he  gave  the  green 
light  to.  “We’ve  been  working  on  a  debit 
card  deal,”  he  says.  “We  were  able  to  struc¬ 
ture  the  data  transfer  in  such  a  fashion  that 
we  could  maintain  some  level  of  control 
over  transactions.”  Everett-Church  gave  the 
deal  his  blessing. 

Asked  how  he  reached  his  decision,  his 
reply  reads  like  an  advertisement  for  heavy 
IT  involvement  in  privacy  decisions.  “We 
sat  down  and  mapped  out  the  data  flow,” 
Everett-Church  says.  “Where  it’s  being 
called  from  and  to,  where  it’s  accessed,  what 
items  then  need  to  be  passed  along.  Follow 
the  data,  follow  the  data.  That  informs  a  lot 
of  decisions  about  what  procedures  need  to 
be  made.” 

Michael  C.  Lamb,  who  became  CPO  at 
AT&T  in  June,  recalls  one  of  his  early  fire- 
fights:  Some  of  the  company’s  wireless  data 
services  used  customers’  wireless  telephone 
numbers  as  ID  numbers.  Once  Lamb  got 
wind  of  the  practice,  he  nixed  it  because  it 
had  the  potential  to  expose  customers’ 
phone  numbers  to  prying  eyes.  “My  key  role 
was  to  find  out  what  was  done,  confirm  it 
was  possible  to  change  it  and  work  with 
executives  to  make  sure  it  didn’t  happen 
again,”  Lamb  said. 

Excite@Home’s  Kelly,  while  declining  to 
give  specifics,  recalls  “a  couple  of  gray- 
area  deals  proposed  by  the  business  side  that 
we  had  to  restructure  or  kill.  Those  have 
been  challenges.” 

A  Diplomat  s  Role 

It’s  one  thing  to  do  interviews  and 
freshen  up  the  company’s  privacy  pol¬ 
icy.  It’s  quite  another  to  derail  a  major 
deal.  In  the  initial  flurry  of  press 
releases  and  stories  about  the  dawn  of 
the  CPO  era,  much  was  made  of  CPOs’ 
independence.  “In  many  cases,”  wrote 
USAToday.com  on  July  7,  2000,  “the  pri¬ 
vacy  officers  report  directly  to  the  chairman 
or  chief  executive  officer.” 

But  in  many  other  cases,  they  don’t. 
Everett-Church  reports  to  CEO  James  Jor¬ 
gensen  at  AllAdvantage.com.  Yet  the  other 
CPOs  interviewed  for  this  story  report  to 
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We  bring  the  IT  revolution  to  you 


Mitsubishi  Electric  technologies 
are  all  around  you.  In  more 
than  200  satellites,  nearly  500  lift 
earth  stations  and  countless 
points  in  between.  Integrated 
into  wide-ranging  systems— our 
own  and  those  of  partners  and 
customers— our  products  and  " — . 
know-how  are  helping  change 
the  way  you  keep  in  touch.  ^ 
Witness  the  coming  Connexion 
by  Boeing  broadband  global  ■ 
communications  network,  to 
which  we  are  contributing  as  a 
regional  partner.  You  may  be 
hurtling  through  the  air  at  10,000 
meters,  but  e-mail  and  real-  , 
time  Internet  connections  will  ' 
still  be  within  reach.  a 
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-Steve  Lucas,  CIO  and  CPO 
at  Persona 


their  company’s  general  counsel,  chief  oper¬ 
ating  officer  or  vice  president  of  compliance. 
This  is  not  to  slight  the  CPOs’  pull;  the 
examples  we  cited  demonstrate  that  some 
privacy  officers  wield  genuine  power.  “Who 
the  CPO  reports  to  isn’t  that  important,” 
says  Robert  Ellis  Smith,  publisher  of  Privacy 
Journal,  a  26-year-old  publication  based  in 
Providence,  R.I. 

Perhaps  the  CPO’s  role  was  hyped  in  the 
initial  rush  of  breathless  publicity,  when  the 
officers  were  portrayed  as  defenders  of  the 
little  guy.  The  reality  is  that  CPOs  play  the 
more  subtle  (and  difficult)  role  of  diplomat, 
facilitating  negotiations  among  business- 
development  people,  technology  executives, 
top  management  and  the  general  public. 
This  role  is  nothing  to  sneeze  at.  EPIC’s  Shen 
says  that  with  many  of  today’s  privacy 
screwups,  “the  problem  is  that  CIOs  aren’t 
talking  to  policy  people.” 

Or  perhaps  they’re  not  talking  soon 
enough.  That’s  the  view  of  Linda  Rossetti, 
CEO  of  Boston-based  eMaven,  an  online 
strategy  consultancy.  “Typically,  people  on 
the  business  and  legal  side  don’t  get  technol¬ 
ogy  folks  to  the  party  early  enough,” 


Rossetti  says.  As  a  result,  she  adds,  “there’s 
always  a  stage  of  misunderstanding  [about] 
what  the  technology  is  doing. 

“The  tech  folks  have  a  lot  of  knowledge 
about  IT’s  exact  capabilities,”  Rossetti  says. 
“They  have  the  deep  understanding  about 
what  data  is  collected  and  the  persistency  of 
that  data.”  Smith  agrees,  saying  that  gener¬ 
ally,  new  CPOs  possess  “not  much  sophisti¬ 
cation  at  all.”  Smith  says  that  CPOs  who  are 
new  to  the  job  and  don’t  understand  tech¬ 
nology  are  liable  to  overreact  in  their  quest 
to  protect  customer  information.  They 
might  attempt,  for  instance,  to  prevent  their 
company  from  sharing  any  data  whatsoever 
with  suppliers,  no  matter  how  innocuous. 
Such  ignorance  makes  the  CIO’s  role  as  edu¬ 
cator  all  the  more  crucial,  says  Rossetti. 

There’s  Value  in  PR 

ome  observers  say  that  a  CPO’s 
public-relations  value  should  be 
prized,  not  scoffed  at.  John  Karnp, 
a  privacy  expert  and  legal  counsel 
for  the  Internet  Advertising  Bureau,  says  he’s 
recently  fielded  many  calls  from  recruiters 
asking  what  attributes  CPO  candidates 


should  possess.  He  tells  them  “the  CPO 
ought  to  be  able  to  speak  with  the  press  and 
should  be  very  comfortable  in  the  public 
world,”  Kamp  says.  “He’s  very  likely  to  be 
a  [frequent]  spokesman  for  the  company.” 
In  this  role,  a  CPO  can  help  consumers 
understand  the  company’s  privacy  practices 
and  policies.  “Every  company  needs  to  let 
the  consumer  know  about  their  privacy 
commitment,”  Rossetti  adds.  “Without  that, 
there’s  no  net  benefit.” 

CPOs,  perhaps  sensitive  about  percep¬ 
tions,  soft-pedal  their  public-relations  role. 
“It’s  very  easy  to  perceive  this  as  a  PR  play, 
a  kind  of  rubber  stamp,”  Everett-Church 
says.  “So  it’s  really  important  to  the  CPO 
to  have  actual  authority.” 

“For  some  [companies]  it  is  unfortunately 
a  PR  ploy,”  says  Excite@Home’s  Kelly,  “but 
for  most  it’s  not — there’s  a  genuine  commit¬ 
ment  to  doing  the  right  thing.” 

However,  Shen,  from  the  Electronic  Pri¬ 
vacy  Information  Center,  says  some  CPOs 
are  “PR  gloss.”  And  James  Grady,  an  ana¬ 
lyst  at  Giga  Information  Group,  based  in 
Boston,  agrees.  “It’s  easy  to  throw  around 
titles,”  he  says.  “The  question  is,  has  any¬ 
thing  changed  [at  a  company  that  has 
recently  appointed  a  CPO]?” 

In  the  end,  CIOs  might  feel  a  certain  kin¬ 
ship  with  CPOs,  the  new  guys  in  the  board- 
room.  Everett-Church  points  out  that  “back 
in  the  old  days,  all  the  technology  infra¬ 
structure  was  managed  by  some  guy  in  the 
basement.  As  computers  became  more  inte¬ 
gral  to  operations,  suddenly  that  computer 
guy  turned  into  an  MIS  manager  or  a  VP, 
and  eventually  a  CIO  who  really  does  sit  at 
the  table  and  help  shape  the  strategic  direc¬ 
tion  of  the  company.” 

Perhaps  there  is  room  for  one  more  at  the 
table.  And  perhaps  CPOs  will  grow  into  the 
title.  On  the  other  hand,  as  Sybase  CIO 
Swartz  says,  “How  many  chiefs  can  you 
have  in  one  company?”  QQ 


Does  your  company  have  too  many  "0’s"?  Share 
your  comments  with  Senior  Editor  Alison  Bass  at 
abass@cio.com.  Steve  Ulfelder  is  a  freelance  writer 
in  Southborough,  Mass. 
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There’s  productivity  in  U. 


m 


There’s  inspiration  in  U. 


There’s  achievement  in  U. 


If  you’re  like  most  companies,  you  have  lots  of  smart  people 
doing  lots  of  smart  things.  And  some  pretty  dumb  processes 
that  limit  their  potential.  Which  is  where  we  come  in.  We’re 
Niku.  We’re  a  company  founded  on  a  simple,  but  powerful 
idea.  That  technology  can  be  used  to  unleash  the  potential 
that  lives  in  every  company.  We  build  software  applications 
that  help  people  work  smarter.  By  allowing  them  to  share 
ideas  and  find  information  more  quickly.  Deploy  resources 
more  efficiently.  Bring  projects  in  on  time  and  on  budget. 
And,  frankly,  spend  more  time  using  their  brains. 

So  ask  yourself.  How  smart  is  that? 


NIKU 


Do  what  matters 


You 


How  Two  Brothers 
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Turned  The  Family  Business 
On  Its  Head  PAGE  116 
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asked 


to  help  educate  senior  management  on  the  business  value  of  technology. 

We  heard  you.  And  we’re  pleased  to  announce  Darwin. 


What’s  an  ASP? 
Why  today's 
hottest  three- 
letter  acronym 
should  scare  you 
PAGE  90 


1  DC. 


Inside  the 

daffy  domain  of 
dotcom  namers 

PAGE  110 


You  can  go 
home  again! 

Return  of 
the  prodigal 
dotcommies 


mm 


Darwin  is  the  first  magazine,  written,  edited  and 
calibrated  for  business  executives.  Every  issue 
demystifies  technology  for  non-technology  executives 
and  helps  them  understand,  identify  and  support 
technology  options  to  achieve  your  organizational  goals. 

Darwin  covers  ail  the  technologies  executives  need 
to  know,  not  just  the  Internet.  From  application  software 
to  ASPs,  from  encryption  to  ERP,  hardware  to  hosting, 


VPNs  to  vendor  relations  —  everything  it  takes  to  use 
technology  to  solve  business  challenges. 

r  Darwin  is  FREE  to  qualified 

non-technology  executives.  Tell  your  team 
to  apply  for  a  Free  Subscription  at 

www.darwinmag.coni/subscrib6 


THE  NINTH  ANNUAL 


PARTNERS 


Acxiom  Corporation 


Comdisco,  Inc. 


E.piphany 


Genuity 


Hummingbird  Communications 
Infosys  Technologies 
Niku  Corporation 


Novell,  Inc. 


ProSight,  Inc. 
SAS 


Sybase,  Inc. 


Tivoli  Systems,  Inc. 


Tonic  Software 


Verizon  Communications 


The  Enterprise  Value  Awards 
Ceremony  is  proudly 
underwritten  by 


GENUITY 


Enterprise  Value  Retreat  Award) 


s  the  Internet  causes  the  boundaries  between  countries  to  evaporate  at  break¬ 
neck  speed,  new  e-commerce  technologies  allow  organizations  to  extend 
their  reach  from  relatively  confined  geographic  markets  to  truly 


global  ones.  Now,  more  than  ever  before,  you  have  unparalleled  opportunities 


to  reach  new  customers. 


But  how  do  you  create  and  manage  the  new  service 


levels,  distribution  channels  and  organization  structures 


that  are  now  needed? 


Join  us  at  the  ninth  annual  CIO  Enterprise  Value  Retreat, 


where  we  will  delve  into  the  challenges  of  managing  an  IT 


strategy  in  the  global  economy.  Over  the  course  of  three  days 


Harvard  Business  School  Professor  F.  Warren  McFarlan 


leads  participants  in  a  thought-provoking 


and  rigorous  case  study  program,  center¬ 


ing  on  Hong  Kong  trading  company, 


Li  &  Fung,  and  their  dotcom  strategy. 

The  Retreat  features  the  Tuesday 
evening  dinner  and  awards  ceremony,  which 
honors  this  year’s  Enterprise  Value  Award 
winners,  all  of  whom  have  demonstrated 
business  achievement  through  the  innovative 
use  of  information  technology. 


I 


To  enroll  or  for  more  information 


RETREAT 


AGENDA 


Sunday,  January  28 

8:30  a.m. 

CIO  Enterprise  Value  Retreat 
Partners'  Golf  Tournament 

Enjoy  a  round  of  golf  at  the  beautiful 
Starr  Pass  Golf  Course 

3  p.m.  -  6  p.m. 

Registration 

3  p.m. 

Superbowl  XXXV  Party 

Hosted  by  Tivoli  Systems,  Inc. 

Join  other  retreat  participants  to  watch 
the  game  on  the  big  screen. 

7:30  p.m.  -  9  p.m. 

Partners'  Cafe  Reception 

Mingle  with  our  Partners  and  meet  your 
colleagues. 


Monday,  January  29 

7:30  a.m.  -  8:30  a.m. 

Breakfast 

8:30  a.m.  -  8:45  a.m. 

Opening  Remarks  and 
KnowPulseSM  Poll 

GARY  BEACH 
Group  Publisher 
CXO  Media,  Inc. 

The  KnowPulse  "Knowledge"  poll,  an 
ongoing  poll  conducted  by  CIO  maga¬ 
zine,  captures  IT  and  business  execu¬ 
tives'  perspectives  on  current  topics  in 
the  news.  Past  polls  have  been  cov¬ 
ered  in  CIO  and  other  prestigious  media 
organizations,  including  CNN, 
Newsweek,  The  Wall  Street  Journal, 
and  U.S.  News  &  World  Report. 


have  fundamentally  transformed  where 
work  is  being  done  on  a  global  basis. 

The  central  theme  of  the  Retreat  is  built 
around  how  Hong  Kong-based  trading 
company,  Li  &  Fung,  together  with  its 
Silicon  Valley-based  software  develop 
ment  arm,  is  opening  up  new  markets  by 
linking  factories  in  East  Asia  with  cus¬ 
tomers  in  Europe  and  in  the  US. 

10:15  a.m.  -  10:30  a.m. 

Enterprise  Value  Award  Winner 
Presentation 

One  of  this  year's  winners  and  a  mem¬ 
ber  of  the  awards  program  review  board 
together  outline  the  key  implementation 
success  factors  of  the  project. 

10:30  a.m.  -  1 1  a.m. 

Mid-Morning  Break 

Noon  -  12:15  p.m. 

Enterprise  Value  Award  Winner 
Presentation 

12:15  p.m.-  1:30  p.m. 

Luncheon 

1:30  p.m.  -  5:05  p.m. 

Industry  Briefings 

Each  of  our  Partners  will  lead  interactive 
small  group  discussions  on  strategic 
business  and  IT  issues. 

5:15  p.m.  -  5:45  p.m. 

Global  Industry  Value  Chain 
Restructuring 

F.  WARREN  MCFARLAN 

McFarlan  identifies  how  every  aspect 
of  the  industry  value  chain  has  been 
deeply  transformed  by  Information 
Technology.  Inbound  logistics/outbound 
logistics  and  sales,  etc.,  all  operate  in  an 
entirely  different  way. 


Tuesday,  January  30 

7:30  a.m.  -  8:30  a.m. 

Breakfast 

8:30  a.m.  -  8:45  a.m. 

Enterprise  Value  Award  Winner 
Presentation 

8:45  a.m.  -  9:45  a.m. 

Evolving  Patterns  of  E-Commerce 
Management 

F.  WARREN  MCFARLAN 

McFarlan  shares  how  e-commerce  has 
completely  changed  the  competitive 
pattern  inside  an  industry  by  looking  at 
the  brokerage  battles.  He  also  focuses 
on  how  similar  issues  are  being  thought 
out  in  the  world  of  B2B  E-Commerce. 

9:45  a.m.  -  10  a.m. 

Enterprise  Value  Award  Winner 
Presentation 

10  a.m.  -  10:30  a.m. 

Mid-Morning  Break 

10:30  a.m.  -  10:45  a.m. 

Enterprise  Value  Award  Winner 
Presentation 

10:45  a.m.  -  1 1:30  a.m. 

Global  Patterns  of  IT  Service  Delivery 

F.  WARREN  MCFARLAN 

McFarlan  engages  participants  in  a  dis¬ 
cussion  on  the  extraordinary  revolution 
in  how  organizations  are  accessing  IT 
capabilities. 

11:30  a.m  -  2  p.m. 

Luncheon  &  Case  Study  Workgroups 

Participants  will  break  into  small  groups 
to  analyze  the  Li  &  Fung  case  over  a 
working  lunch. 


6:30  p.m.  -  7:15  p.m. 

Enterprise  Value  Awards  Reception 

Meet  the  Award  winners 

7:15  p.m.  -  9:30  p.m. 

Enterprise  Value  Awards 
Dinner  and  Ceremony 

Join  us  for  dinner  and  to  celebrate 
the  Enterprise  Value  Award  winners 
at  a  ceremony,  proudly  underwritten 
by  Genuity. 

9:30  p.m.  -  midnight 
Dessert  Reception 

Hosted  by  Genuity 


Wednesday,  January  31 

7:30  a.m.  -  8:30  a.m. 

Breakfast 

8:30  a.m.  -  8:45  a.m. 

KnowPulse  Poll  Results 

LEW  MCCREARY 

Editor  in  Chief 

Darwin  magazine 

McCreary  will  present  the  results  of 

Monday  morning's  poll. 

8:45  a.m.  -  10:30  a.m. 

Case  Study  Workgroup  Presentations 
and  Discussion  with  Li  &  Fung 
Executives 

F.  WARREN  MCFARLAN 
MICHAEL  THOMAS  HSIEH 
President 

Li  &  Fung  International,  Inc. 

Groups  will  present  and  discuss  their 
solutions  with  case  study  executives. 

10:30  a.m.  -  10:45  a.m. 

Mid-Morning  Break 


8:45  a.m.  -  10:15  a.m. 

Retreat  Introduction  and  Welcome 
Address:  IT  and  the  Global  Economy 

F.  WARREN  MCFARLAN 

Senior  Associate  Dean 

Director  of  External  Relations 

Albert  H.  Gordon  Professor  of 

Business  Administration 

Harvard  Business  School 

McFarlan  outlines  how  new  technologies 


5:45  p.m.  -  7  p.m. 

Partners'  Cafe  Reception 

Relax  and  take  the  opportunity  to 
share  your  thoughts  with  Partners 
and  colleagues. 


2  p.m.  -  3:15  p.m. 

Global  Security:  How  To  Protect 
Your  Infrastructure  Across  Borders 

A  high  ranking  government  official  leads 
a  provocative  discussion  on  global  secu¬ 
rity  and  its  impact  on  your  business. 
How  vulnerable  are  you? 

3:15  p.m.  -  5:30  p.m. 

Informal  Networking  and  Recreation 


10:45  a.m.  -  1 1:30  a.m. 

Management  Implications  for 
Surviving  in  the  Information-Enabled 
Global  Economy 

F.  WARREN  MCFARLAN 

McFarlan  closes  the  Retreat  with  a  dis¬ 
cussion  on  the  specific  management 
practices  used  by  firms  that  are  success¬ 
fully  adapting  in  the  new  information  age. 


all  800  355-0246 


or  visit  our  website  at 


www.cio.co  m/c  onferences. 
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Case  Files 


Value  Proposition 


A  method  used  to  evaluate 
e-commerce  projects 
prompted  Wisconsin  Gas 
to  reexamine  its  priorities 

BY  DEBBY  YOUNG 


Value  Methodology 

The  loyalty  value  added  (LVA)  methodology  from  software 
vendor  eLoyalty  uses  a  probabilistic  analysis  methodology. 
LVA  generates  a  “probability  distribution”  of  net  present 
values  for  a  given  project,  rather  than  offering  a  single 
(and  unrealistically  exact)  number.  LVA  also  takes  advan¬ 
tage  of  real  options  valuation  to  calculate  the  impact  of 
internal  business  investments.  Using  LVA,  Wisconsin  Gas 
could  weigh  the  cost  and  benefits  of  different  initiatives 
by  customer  segments  (in  this  case,  by  age  groups)  and 
determine  which  projects  would  yield  the  most  revenue 
per  customer.  The  method  also  let  Wisconsin  Gas  adjust 
the  intrinsic  values  of  a  project  for  changing  costs  and 
benefits  associated  with  delaying  its  implementation. 


WITH  DEREGULATION  LOOMING,  Wisconsin  Gas  was  look¬ 
ing  for  ways  to  secure  customer  loyalty  through  more  customer-focused 
services  that  would  differentiate  it  from  the  competition.  “There  are 
many  unknowns  and  uncertainties  in  the  utility  industry,”  says  Jeffrey 
Morrow,  e-commerce  manager  for  Wisconsin  Gas.  “But  if  we  continue 
to  provide  excellent  service  and  find  ways  to  improve  service,  our  com¬ 
pany  will  be  poised  to  compete  with  the  changes  that  occur.”  According 
to  Morrow,  maintaining  long-term  relationships  with  customers  goes 
hand-in-hand  with  initiatives  that  raise  the  level  of  brand  recognition. 
The  utility  could  then  build  on  these  relationships  to  introduce  new  prod¬ 
ucts  and  services  and  increase  revenues. 

Wisconsin  Gas,  the  state’s  oldest  and  largest  regulated  natural  gas 
distribution  utility,  is  a  subsidiary  of  publicly  held  Milwaukee-based 
Wisconsin  Energy  Corp.  Founded  in  1852,  the  utility  serves  536,000 
customers  in  more  than  531  communities.  The  company  also  engages 
in  several  unregulated,  nonutility  business  activities,  including  leasing 
commercial  water  heaters  and  selling  emergency  backup  generators 
under  the  PowerNow  brand. 

In  addition  to  bolstering  existing  customer  programs,  many  areas  of  the  company  began 
pursuing  e-business  projects  as  a  way  to  improve  business  processes  and  make  it  easier  for  cus¬ 
tomers,  suppliers  and  partners  to  do  business  with  the  utility.  After  extensive  discussion  with 
business  unit  staffers  who  work  closely  with  customers,  Wisconsin  Gas’s  e-commerce  team 
proposed  a  lengthy  list  of  initiatives  that  it  felt  would  cement  relationships  with  the  com¬ 
pany’s  customer  base. 
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In  order  of  presumed  importance,  the  list 
of  projects  included  (first)  an  online  sales- 
call  scheduling  system,  (second)  an  online 
installation  and  service  scheduling  system, 
(third)  an  online  questionnaire  system  for 
customer  feedback,  (fourth)  an  extranet  for 
contractors  to  check  heating  equipment 
service  logs,  (fifth)  an  online  financing  pro¬ 
gram  for  customers  purchasing  new  equip¬ 
ment  and  (sixth)  a  remote  monitoring  sys¬ 
tem  for  residential  backup  generators.  All 
of  these  initiatives  afforded  some  value  to 
the  company,  from  increased  sales  and  lead 
generation  to  more  cost-effective  business 
operations  and  better  customer  service  that 
would  enhance  the  company’s  image  in  the 
marketplace. 

Trying  to  hammer  out  the  most  effective 
e-business  strategy  became  difficult  as  team 
members  argued  for  their  preferences. 
Should  Wisconsin  Gas  pursue  projects  that 
promote  customer  self-service  to  reduce 


operating  costs?  Should  projects  that  aug¬ 
ment  revenue  be  given  greater  weight  than 
projects  that  have  the  potential  to  generate 
more  leads?  “Basically  we  were  at  a  loss  as 
to  what  to  do  to  prioritize  these  projects,” 
says  Morrow.  “We  were  using  a  project 
management  tool  that  focuses  on  net  pres¬ 
ent  value  [NPV]  analysis.”  But  consensus 
among  team  members  was  that  the  e-busi- 
ness  strategy  needed  to  focus  on  value  added 
for  customers. 

Wisconsin  Gas  decided  to  pilot  the  loy¬ 
alty  value  added  (LVA)  methodology  from 
Lake  Forest,  Ill. -based  eLoyalty  to  help  the 
utility  determine  which  e-commerce  cus¬ 
tomer  relationship  management  (eCRM)  ini¬ 
tiatives  would  be  most  profitable  to  pursue 
in  the  next  fiscal  year.  “We  needed  to  step 
back  and  look  at  a  methodology  that  would 
rank  them  all  based  on  customer  value  [how 
profitable  each  customer  is  to  the  bottom 
line].  And  that’s  when  we  got  eLoyalty 


“What  came  out  of  the 
analysis  is  that  we 
flipped  our  original 
ranking  of  projects 
from  top  to  bottom.” 

-JEFFREY  MORROW, 

E-COMMERCE  MANAGER, 

WISCONSIN  GAS 

involved,”  explains  Morrow.  According  to 
Morrow,  LVA  met  his  team’s  needs  because 
it  provided  the  crucial  balance  between 
NPV  analysis  of  the  company’s  bottom  line 
and  analysis  of  customer  groups  for  the  best 
combination  of  customer  value  and  cost 
savings.  Timeliness  was  an  issue  too. 
Morrow  says  he  didn’t  want  to  go  through  a 
lengthy  request-for-proposals  process  with 
many  vendors. 

Looking  for  a  quick  hit — two  weeks  of 
analysis  that  could  lead  to  a  fast  decision — 
Wisconsin  Gas  chose  its  PowerNow  busi¬ 
ness  unit  as  the  test  case.  “Our  focus  was 
to  study  one  business  unit,  evaluate  its 
[profit  and  loss]  statement  along  with  the 
[proposed]  e-business  projects  and  priori¬ 
tize  those  projects  to  improve  the  company’s 
bottom  line,”  says  Morrow. 

The  list  of  proposed  eCRM  initiatives  for 
PowerNow,  a  year-old  marketer  of  backup 
generators  to  home  owners,  represented  a 
typical  cross-section  of  ideas  held  by  other 
Wisconsin  Gas  business  units. 

What’s  a  Customer  Worth? 

The  first  step  in  the  LVA  analysis  was  for 
Wisconsin  Gas  to  examine  PowerNow’s 
profit  and  loss  statement  and  determine 
what  customer  segments  the  business  unit 
was  targeting.  The  utility’s  executives  looked 
at  the  following  questions: 

■  What  is  the  value  of  the  customer  base 
that  each  eCRM  project  is  attempting  to 
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protect  or  enhance? 

■  What  is  the  optimal  amount  of  capital 
that  would  most  efficiently  protect  or 
maximize  the  customer  value  base? 

■  Which  of  the  projects  under  considera¬ 
tion  would  provide  the  greatest  return  in 
protecting  or  enhancing  customer  value 
in  the  shortest  amount  of  time? 

LVA  is  a  measure  of  customer  profitabil¬ 
ity  derived  from  customer-centered  operating 
metrics.  These  financial  levers  include  rev¬ 
enue  generated  per  customer,  the  probabil¬ 
ity  of  retaining  each  customer,  the  cost  of 
retention  and  the  cost  of  acquiring  customers. 
Through  them,  a  company  can  measure  the 
value  of  different  customer  segments  to  a 
company’s  bottom  line. 

With  the  LVA  analysis,  Wisconsin  Gas 
began  taking  a  closer  look  at  the  revenue 
streams  for  PowerNow.  More  than  half 
of  PowerNow  customers  came  from 
the  50-and-over  age  bracket.  In  retrospect, 
it  made  sense.  A  backup  generator  is 
a  high-ticket  item  ($8,000  or  more,  depend¬ 
ing  on  size  and  options),  and  the  age 
group  to  which  it  appeals — snowbirds 
who  spend  half  the  year  in  a  second  home 
in  a  warmer  climate — generally  has  more 
disposable  income  to  make  such  a  purchase. 
Further  analysis  revealed  that  a  large  seg¬ 
ment  of  that  population  came  to  be 
PowerNow  customers  through  word-of- 
mouth  referrals.  Just  knowing  that  the  pri¬ 
mary  audience  for  any  eCRM  initiative 
would  fall  into  this  age  bracket  made 
Wisconsin  Gas  rethink  its  list  of  projects. 

LVA  helped  Wisconsin  Gas  focus  on  the 
loyalty  levers  that  drew  customers  to 
PowerNow.  Discussions  with  company  sales 
reps  and  marketers  revealed  that  maintain¬ 
ing  a  sense  of  security  was  an  important  issue 
for  this  age  group.  A  backup  generator 
provided  customers  with  the  peace  of  mind 
that  their  homes  would  be  safe  from 
power  outages  even  during  their  extended 
absences.  It  was  clear  that  Wisconsin  Gas 
needed  to  focus  on  eCRM  initiatives  that 
would  further  enhance  that  peace  of  mind, 
improve  customer  satisfaction  and  thus  lead 
to  more  customer  referrals. 


EXPERT  ANALYSIS  BY  DOUGLAS  HUBBARD 


The  Reality 
of  Real  Options 


By  using  eLoyalty’s  loyalty  value  added  (LVA)  method,  Wisconsin  Gas  takes  a  bold 
step  toward  true  measurement-based  decisions.  I  like  how  LVA  breaks  down  benefits 
by  customer  segment.  LVA  also  makes  good  use  of  existing  quantitative  decision¬ 
making  methods  like  Monte  Carlo  simulations  and  real  options  valuation  (ROV). 
While  LVA  is  a  step  in  the  right  direction,  at  least  two  key  issues  are  missed  by  virtu¬ 
ally  everyone  who  employs  these  methods. 

First,  most  people  who  use  these  methods  make  a 
critical  misapplication  of  ROV.  ROV  applies  the  mathe¬ 
matics  of  financial  options  pricing  to  internal  business 
investments.  An  option  has  value  because  it  gives  you 
the  right  to  take  a  certain  course  of  action  when  it  is 
beneficial  and  to  take  another  course  when  it  is  not. 

The  LVA  method  gives  some  investments  a  higher  value 
because  it  provides  options  for  future  investments  that 
might  be  beneficial. 

It’s  important  to  note  that  most  ROVs  (including  the 
famous  Black-Scholes  options-pricing  formula  derived 
by  Myron  Scholes,  Robert  Merton  and  Fischer  Black) 
assume  the  investor  is  “risk  neutral”  with  regard  to  the 
value  of  the  option.  The  LVA  tool  uses  a  version  of  this 
formula.  A  risk-neutral  investor  would  pay  exactly 
$2  million  for  a  20  percent  chance  to  earn  $10  million. 

You  would  probably  pay  less  because  most  people  are 
“risk  averse”  to  some  degree.  Another  powerful  finan¬ 
cial  tool  called  modern  portfolio  theory  (MPT)  properly 
accounts  for  risk  aversion,  and  like  options-pricing 
theory,  MPT  earned  its  inventor  a  Nobel  Prize.  A 
complete  valuation  methodology  must  include  both 
ROV  and  MPT. 

Second,  most  people  who  use  probabilistic  models  underestimate  risk.  LVA 
uses  subjectively  selected  probability  distributions  to  represent  uncertain  values 
like  improved  customer  retention.  It  turns  out  that  this  leads  to  a  systematic  under¬ 
estimation  of  risk  because  most  people  are  statistically  overconfident  (that  is, 
they  put  too  high  a  probability  on  being  right).  But  there  is  a  lot  of  academic  work 
in  the  area,  called  “calibrated  probability  assessments,"  that  shows  this  tendency 
can  be  overcome  with  training.  Once  peoples’  expectations  are  calibrated  to  be 
more  realistic,  we  find  that  models  of  investments  show  much  higher  (and  more 
realistic)  risk. 

I  routinely  use  these  tools  in  my  analysis  of  IT  investments,  and  I  have  trained 
clients  to  use  them.  I  find  that  these  tools  can  significantly  improve  a  recommen¬ 
dation,  and  given  the  size  and  risk  of  IT  investments,  the  small  amount  of  additional 
effort  is  easily  justified. 


Douglas  Hubbard  is 
president  of  Hubbard 
Decision  Research 
in  Glen  Ellyn,  III., 
and  inventor  of  the 
applied  information 
economics  method 
for  valuing  IT  projects. 
He  can  be  reached 
at  630  858-2789 
or  dwhubbard@ 
hubbardresearch.com. 
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MISSION:  When  Bank  of  America  invested  in  new  technology,  they  knew  success  required  that  people  could 
use  it.  But  how?  Traditional  training  was  too  slow;  hiring  new  employees  too  expensive.  Lockheed  Martins  solution: 
a  business-smart  process  called  reskilling.  It  uses  real  projects  to  teach  new  skills,  guided  by  experienced  coaches. 
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SUCCESS:  Reskilling  did  more  than  train  people  to  run  computer  systems;  it  taught  people  to  rethink 
how  they  used  those  systems.  The  result:  competitiveness  sharply  higher  across  the  company,  and  a  workforce 
with  lower  turnover.  To  see  what  Lockheed  Martin  IT  expertise  can  do  for  you,  visit  www.ibs-lmco.com. 
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Project  Costs 
Versus  Project  Payoffs 

Pursuing  any  eCRM  initiative  is  a  matter  of 
weighing  the  cost  of  the  project  against  the 
projected  revenue  it  will  generate.  LVA  analy¬ 
sis  helped  Wisconsin  Gas  estimate  the  poten¬ 
tial  investment  range  for  each  of  its  eCRM 
projects  by  looking  at  the  potential  return 
on  investment.  For  instance,  while  the 
e-commerce  team  might  have  felt  that  online 
scheduling  was  a  hot  project,  analysis  proved 
otherwise.  First,  it  would  be  a  relatively 
costly  project  to  implement.  Second,  it  would 
have  to  be  offered  as  a  free  service,  a  con¬ 
venience  to  the  customer,  so  it  wouldn’t  serve 
as  a  revenue  generator.  Third,  market  analy¬ 
sis  demonstrated  that  the  largest  market  seg¬ 
ment  for  PowerNow  was  also  the  least  likely 
to  use  such  a  service  given 
this  age  group’s  resistance 
to  interacting  with  the 
Internet  in  the  depth 
required  (sharing  personal 
information  and  making 
online  payments)  by  an 
online  scheduling  system. 

“What  came  out  of  the 
analysis  is  that  we  flipped 
our  original  ranking  [of 
proposed  eCRM  projects] 
from  top  to  bottom,”  says 
Morrow.  “Remote  moni¬ 
toring  [of  backup  genera¬ 
tors]  with  Internet  access 
became  one  of  the  most 
positive  things  we  could 
do  with  that  business 
unit.”  First,  it  provided 
Wisconsin  Gas  with  an 
additional  revenue  stream, 
as  an  added  option  to  the  PowerNow  pre¬ 
ventive  maintenance  agreement.  Second,  the 
cost  of  implementing  it  was  low  compared 
with  creating  an  online  scheduling  system. 
The  remote  monitoring  system  uses  a  small 
unit  attached  to  the  generator  that  can  be 
wired  to  the  telephone,  allowing  Wisconsin 
Gas  to  gather  the  data  and  post  it  to  both 
Internet  and  intranet  sites  that  the  service 
department  and  customers  can  access 


through  passwords.  Third,  it  satisfied  a  cus¬ 
tomer  service  concern,  namely  anxiety  over 
whether  or  not  the  backup  generator  was 
cycling  properly  in  case  of  a  power  outage 
at  the  home  in  the  owner’s  absence. 

Mapping  Projects 
onto  an  LVA  Scorecard 

LVA  can  be  used  to  identify  the  top-perform¬ 
ing  eCRM  projects  with  the  greatest  returns, 
based  on  customer-centered  metrics. 
Wisconsin  Gas  began  the  process  by  sepa¬ 
rating  its  initiatives  by  their  intended  goals: 
cost  reduction,  cost  avoidance,  revenue  pro¬ 
tection  and  revenue  enhancement. 

For  instance,  the  purpose  of  online  sched¬ 
uling  would  be  to  replace  call  center  staff. 
But  it  became  clear  that  given  the  current 
volume  of  business  gener¬ 
ated  by  PowerNow,  it  was 
still  more  cost-effective  to 
man  the  phones  than  to 
undertake  the  expense  of 
software  development. 
This  cost  analysis,  when 
combined  with  feedback 
from  sales  and  marketing 
that  the  service  would  have 
to  be  offered  for  free, 
dropped  the  initiative  in  the 
rankings. 

“Because  the  older  age 
group  is  less  apt  to  do  the 
online  scheduling,  that 
dropped  [the  LVA  score]  of 
that  initiative,”  says 
Morrow.  “More  people 
across  all  segments  were 
interested  in  remote  moni¬ 
toring,  and  we  can  actually 
create  a  revenue  stream  from  that  initiative.” 

While  remote  monitoring  won  the  No.  1 
slot,  an  extranet  for  contractors  to  check 
heating  equipment  service  logs  ranked  a  solid 
second.  “The  online  service  log  [is  key  in] 
making  sure  that  the  generators  align  prop¬ 
erly  and  that  site  visits  are  thorough,  so  that 
we’re  not  repeating  site  visits  because  some¬ 
one’s  missed  something  in  the  history  of 
working  on  that  unit,”  explains  Morrow. 


The  two  eCRM  projects  closely  interlink  in 
providing  customers  with  the  peace  of  mind 
that  PowerNow  is  doing  everything  possi¬ 
ble  to  make  sure  their  units  are  going  to 
work.  According  to  Morrow,  the  extranet 
indirectly  adds  to  the  bottom  line  because 
customers  who  perceive  that  PowerNow  is 
a  company  that  really  cares  about  its  cus¬ 
tomers  are  more  likely  to  spread  the  word 
among  their  friends. 

Morrow  is  quick  to  point  out  that  as 
PowerNow  matures  as  a  business  unit,  the 
demographics  of  its  customer  base  are 
likely  to  change  as  well.  While  the  utility 
proved  it  could  pilot  a  quick  analysis  with 
concrete  results,  analysis  of  financial  levers 
over  a  longer  span  of  time  may  uncover  a 
shift  in  customer  segmentation  and  factors 
influencing  loyalty.  For  example,  as  the 
utility’s  younger  customers  mature,  their 
comfort  with  Internet  transactions  may 
change  the  LVA  score  of  future  eCRM 
projects  and  cause  Wisconsin  Gas  to  redi¬ 
rect  its  resources. 

On  April  26,  2000,  Wisconsin  Gas 
parent  company  WICOR  merged  with 
Wisconsin  Energy  Corp.,  placing  the  state’s 
largest  electric  utility,  largest  gas  utility  and 
second-largest  gas  utility  under  the  same 
holding  company.  While  the  merger  had  no 
impact  on  Wisconsin  Gas  performing  the 
LVA  analysis  and  moving  forward  with  its 
pilot,  most  corporate  activities  focused 
on  combining  utility  operations.  The 
new  organization  will  review  the  LVA 
methodology  to  gauge  its  effectiveness  on 
evaluating  customer  service  initiatives  to  be 
offered  online.  Morrow  says  he  and  his  team 
will  continue  to  advocate  its  use  with 
top  executives  who  are  aware  of  the  valua¬ 
tion  method. 

“People  are  starting  to  look  at  it,” 
Morrow  says.  “The  people  who  have  pur¬ 
chased  us  realize  the  need  for  a  tool  such  as 
this.  And  now  our  next  step  is  selling  it  and 
moving  ahead.”  BE! 


Debby  Young  is  the  owner  of  D’scribe,  a  freelance 
writing  business  based  in  Framingham,  Mass.  She 
can  be  reached  at  dscribe@erots.com. 


Valuation 

Flowchart 

Wisconsin  Gas’s  initiative 
evaluation  and  selection 

Break  down  revenue  stream 
by  customer  segment 

Select  target  segment(s) 

Identify  factors  influencing 
customer  loyalty 

Identify  proposed  projects 
that  most  closely  correspond 
to  those  levers 

Rank  costs  of  initiatives  against 
revenues  they  generate 

Begin  implementing  initiative(s) 
with  greatest  value 
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ERP  enable  world-class 


SFA  faster  quotes  and 

Help  Desk  two-way  processing  of  orders 

notification  and  response 
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Wireless  Data  Delivery.  Guaranteed. 

In  today's  highly  mobile  business  world,  success  means  being  able  to  link  anyone  in  your  organization, 
anywhere,  at  any  time.  Wireless  data  delivery  starts  with  MobileSys.  The  MobileSys™  wireless  data  platform 
features  a  software  messaging  engine  and  a  global  data  network.  The  solution  enables  information  generated 
from  company-wide  applications,  such  as  Email,  Help  Desk,  Network  Monitoring,  and  CRM,  to  be  delivered 
to  your  employee's  digital  cell  phone,  pager,  or  other  device — regardless  of  the  carrier — anywhere  in  the  world. 
It's  more  than  a  promise.  It's  a  guarantee  that's  measurable  from  MobileSys.  MobileSys  provides  the  most 
comprehensive,  reliable,  and  cost-effective  solution  available.  To  begin  your  wireless  data  delivery,  go  directly 
to  www.mobilesys.com/leader/  and  start  your  evaluation  today. 


Wireless  Data  Delivery 
K  Starts  with  MobileSys 


Network  Monitoring 

escalate  alerts  &  alarms 
for  quick  resolution 


WWW  connectivity 
to  business  resources 
and  internal  intranet 


CRM  instant 
access  to  critical 
customer  information 


Email  time  critical 
messages  and  replies 


FFA  increase  the  productivity 
of  field  workers 


supply  chain  performance 
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POINT  OF  VIEW 


Compaq  Integration2000  delivers  enterprise 
e-commerce  solutions 

Integrating  enterprise  applications  got  a  boost  with 
Compaq's  Integration2000.  The  initiative  helps  solve  the 
largest,  most  difficult  business  integration  problems. 

www.windows2000advantage.com/pov/ 

12-11-00_integration.asp 


TECH  EDGE 


Understanding  Microsoft  Application  Center  2000 
The  automatic  detection  and  system  resolution  functions 
of  Microsoft  Application  Center  2000  eliminate  mundane 
administrative  tasks  and  assure  system  availability  with¬ 
out  direct  system  administrator  intervention. 
www.windows2000advantage.com/tech_edge/ 

11-27  00_understanding.asp 
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O&A 


Brian  Valentine,  “chief  cheerleader,"  driving  force 
Brian  Valentine  is  a  key  player  in  Microsoft's  Windows 
division,  where,  in  addition  to  being  "chief  cheerleader," 
as  he  describes  himself,  he  is  also  a  driving  force  behind 
the  evolution  of  Windows  2000. 
www.windows2000advantage.com/qa/ 
11-20-00_valentine.asp 


COLUMNS 


Active  Directory:  to  serve,  protect,  provision 

The  great  thing  about  directories  is  they  provide  a  single 

place  for  defining  and  storing  important  enterprise  data. 

The  bad  thing  about  directories  is  they  provide  a  single 

place  for  defining  and  storing  important  enterprise  data. 

www.windows2000advantage.com/columns/ 

11-27-00_activedirectory.asp 


CASE  STUDIES 


Windows  2000  Group  Policy  can  cut  support  costs,  but 
requires  up-front  planning,  training  and  testing 

How  would  you  like  to  cut  your  support  calls  by  60%?  Or 
manage  150  sites  worldwide  with  only  two  system  admin¬ 
istrators  rather  than  one  at  each  site? 

www.windows2000advantage.com/ 

case_studies/11-06-00_grouppolicy.asp 


NEWS> 


Compaq,  Andersen  Consulting  in  enterprise  bid 

Compaq  and  Andersen  Consulting  have  expanded  their  rela¬ 
tionship  to  put  Andersen's  new  and  existing  enterprise  appli¬ 
cations  on  Compaq  ProLiant  servers  running  Microsoft 
Windows  2000. 

For  the  full  story,  visit:  www.windows2000advantage.com/ 
news/12-11-00_bid.asp 


CASE  STUDY> 

FreeMarkets  guarantees  uptime  with  server  clustering 

Using  Datacenter  Server,  this  business-to-business  firm  is  match¬ 
ing  increased  customer  demand  with  proportionally  increased  com¬ 
puting  capacity  while  maintaining  "mainframe  stability." 

For  the  full  story,  visit:  www.windows2000advantage.com 
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Active  Directory  worth  the  internal  Unix  strife 

Dan  Kunetzky,  vice  president  of  systems  research  at 
International  Data  Corp.,  says  that  Microsoft  Windows  2000 
is  headed  down  a  successful  path.  He  also  weighs  in  on  a 
wealth  of  other  Windows  2000  topics,  including  the  value 
Compaq  and  its  "fine  machines"  bring  to  Windows  2000. 

For  the  full  story,  visit:  www.windows2000advantage.com 

MOMENTUM  SERIES  > 

Active  Directory  helps  to  keep  VPN  management 
simple  and  effective 

When  companies  set  up  VPNs,  they  have  to  maintain  a  list  of  authorized 
users  and  have  some  means  of  ensuring  that  anyone  who  is  granted 
access  to  the  VPN  is  on  the  list.  Authentication  mechanisms  can  range 
from  a  user  name  and  password  to  a  public  key  infrastructure  system 
that  uses  digital  certificates. 

For  the  full  story,  visit:  www.windows2000advantage.com/ 
momentum/11-20-00_vpn.asp 
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GENERATION  2000  > 

Microsoft  Mobile  Information  2001  Server  enabling 

mobile  users  to  go  wireless 

In  anticipation  of  high  projected  wireless  mobile  Web  and  e-mail  access 
demand,  Microsoft's  Mobile  Information  2001  Server  -  which  was  introduced 
as  part  of  the  .NET  enterprise  server  line  -  was  created  with  Microsoft 
Windows  2000  mobile  users  in  mind.  Expected  to  become  available  during 
the  first  half  of  this  year,  Mobile  Information  2001  Server  will  offer  not  only  e- 
mail  access,  but  access  to  calendaring  and  other  wireless  applications  such 
as  customer  relationship  management  (CRM)  and  accounting. 

The  new  server  will  be  located  in  corporate  networks  next  to  the 
Exchange  2000  Server.  In  this  environment,  information  destined  for  wire¬ 
less  users  will  be  transferred  from  the  Exchange  2000  Server  to  the  Mobile 
Information  2001  Server,  which  in  turn  will  send  the  data  over  the  Internet  to 
a  wireless  phone  carrier.  The  wireless  carrier  will  reformat  the  information  for 
mobile  phones,  and  transmit  it  over  the  airwaves  to  the  appropriate  recipi¬ 
ent.  Mobile  users  will  be  able  to  send  e-mail  or  other  data  along  a  reverse 
path  back  to  the  Mobile  Information  2001  server. 

In  addition,  Microsoft  will  deliver  a  different  version  of  the  server  for 
wireless  telephone  carriers.  That  server  will  allow  wireless  telephone  firms  to 
deliver  corporate  e-mail  and  other  intranet  data  to  mobile  users  more  effi¬ 
ciently  than  would  a  corporate  mobile  information  server. 

"This  is  a  key  first  step  in  our  strategy  of  enabling  enterprises  to  give 
their  employees  access  to  all  the  information  inside  the  corporate  firewall," 
says  Patrick  Fox,  director  of  marketing  for  Microsoft's  Mobility  Group. 

Some  analysts  believe  Mobile  Information  2001  Server  is  entering  the 
market  just  as  demand  for  wireless  enabled  applications  is  taking  off. 

For  the  full  story,  visit:  www.windows2000advantage.com/ 

2000gen/12-04-00_mobile.asp 


QUOTE  OF  THE  WEEK  > 

“lntegration2000  doesn't  force  you  to  abandon 
your  existing,  tightly-coupled  legacy  solutions. 
But  since  the  world  you  have  to  connect  to  is 
expanding  pretty  dramatically,  the  chances  are 
good  that  you  will  need  to  get  content  from 
some  third  party  or  hosted  services,  and  this 
strategy  will  help." 

—  Dwight  Davis 
vice  president 
Summit  Strategies 
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What  is  Windows  2000  Advantage? 

The  mission  of  Windows  2000  Advantage  is  to  become 
your  primary  source  of  timely,  useful  information  for  planning 
and  implementing  Microsoft  Windows  2000  on  Compaq  solu¬ 
tions  and  services. 

Windows  2000  Advantage  is  a  Web-only  magazine 
because  that  lets  us  bring  you,  the  IT  leader,  great  stories 
that  apply  to  your  day-to-day  work.  We'll  keep  you  up  to  date 
with  a  weekly  e-mail  alert  so  you  don't  miss  a  thing. 

Windows  2000  Advantage  is  underwritten  by  Microsoft 
and  Compaq.  Its  charter  is  to  address  the  issues  that  most 
concern  IT  managers  charged  with  keeping  their  companies 
on  top  of  the  latest  and  best  solutions  Microsoft  and  Compaq 
have  to  offer.  Toward  that  goal,  we  offer  a  wide  range  of  sto¬ 
ries  including  case  studies,  columns  and  news  to  provide  you 
with  information  you  can't  find  anywhere  else. 
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prise  customers 
needn’t  put  up 
with  substandard 
programs,  infinite 
tweaks  and  endless 
service  calls. 


CIOs  may  think  they 
don’t  beta  test  any¬ 
more,  but  in  reality, 
we  are  all  living 
La  Vida  Beta  with 
buggy,  untested 
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Software  Development 


BY  EMELIE  RUTHERFORD 

Software  ain’t  what  it  used  to  be.  According 
to  last  year’s  President’s  Information 
Technology  Advisory  Committee  report,  today’s 
software  often  fails  “in  unpredicted  ways.”  It’s 
buggy  and  unreliable,  and  it  just  doesn’t  do  what 
it’s  supposed  to. 

Not  that  anyone  needs  to  be  told  that  by  a 
federal  committee.  Everyone  already  knows 
about  the  poor  quality  of  software.  It’s  even  hit 
the  daily  newspapers. 


Reader  ROI 

►  Learn  why 
software 
is  buggier 
than  ever 

►  Read  about 
beta  testing 
best  practices 

►  Find  out  how 
you  can  influence 
the  software 
industry 


In  April,  the  Mississippi  State  Tax 
Commission  filed  a  lawsuit  against  Fairfax, 
Va.-based  American  Management  Systems 
because  the  automated  tax  revenue  system 
that  the  consultancy  built  didn’t  work 
without  “multiple  incidents  of  both  a  crit¬ 
ical  and  serious  nature,”  according  to  the 
lawsuit.  And  The  Topeka  Capital-Journal, 
a  Kansas  newspaper,  gleefully  reported  the 


Mississippi  suit  by  saying  that  Kansas’s  screwed- 
up  tax  system  relied  on  the  same  buggy  software. 
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So  everybody  knows  all  about  this. 
But  CIOs,  either  because  they’re  afraid 
of  the  vendors  they’re  dependent  on  or 
they  fear  that  any  admission  of  failure 
will  reflect  negatively  on  them,  aren’t 
talking.  At  least  not  on  the  record. 

“I’ll  talk  about  it  anonymously,  but  I 
don’t  want  to  push  the  company  name 
out  there,”  says  one  IT  executive  who’s 
frustrated  with  a  vendor  and  its  buggy 
billing  package.  “We’ve  had  some  suc¬ 
cess  dealing  with  them  as  a  beta  tester 
and  wouldn’t  want  to  jeopardize  that.” 

As  a  result  of  this  silence,  “there’s  an 
amazing  lack  of  detailed  examples  of 
serious  software  failure  in  the  field  that 
can  be  used  to  publicize  what  good  and 
bad  [software  development]  practices 
are,”  says  Cem  Kaner,  a  Silicon  Valley 
attorney  and  software  quality 
expert.  “CIOs  sit  on  that 
data.”  (See  “Beta  Testing,” 
right,  for  tips.) 

While  vendors  shoulder 
most  of  the  blame  for  today’s 
shoddy  apps,  some  industry 
watchers  argue  that  a  slice  of  the 
blame  pie  belongs  to  the  all-too- 
quiet  CIOs.  Scott  Greaux,  technol¬ 
ogy  manager  at  Windough.com,  a  Boca 
Raton,  Fla. -based  online  sweepstakes  web¬ 
site,  says  many  of  his  colleagues  “hear  the 
complaints  from  their  users  but  don’t  invest 
the  time  to  partner  with  software  providers 
to  create  a  more  robust  tool.  This  leaves 
their  end  users  with  information  gaps  and 
leaves  the  software  manufacturer  with  a 
subpar  product.” 

But  a  handful  of  CIOs  are  bucking  the 
trend.  They’re  making  sure  they  get  better 
software  by  hopping  in  on  vendors’  test 
and  development  cycles  and  holding  out 
cash  until  they  fix  their  apps.  For  these 
CIOs,  upsetting  the  status  quo  and  shar¬ 
ing  their  time  and  know-how  with  vendors 
are  worth  the  cost  if  it  means  they  won’t 
have  to  put  up  with  substandard  pro¬ 
grams,  infinite  tweaks  and  endless  service 
calls. 
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Four  tips  on  how  to  do  it  right 


1.  Check  references.  AMR  Research’s 
Senior  Analyst  Randy  Covill  advises  CIOs  to 
ask  other  beta  testers  how  long  they’ve  used 
the  software,  how  many  people  used  it,  what 
systems  it  talked  to  and  how  it  performed. 

2.  Measure  risk.  Jean-Luc  Alarcon,  a  senior 
vice  president  at  Meta  Group,  reminds 
CIOs  that  beta  testing  is  not  a  pure  IT 
opportunity;  it’s  an  enterprise  decision.  He 
recommends  that  other  constituencies 
weigh  in  on  assessing  the  risk  of  bringing  in 
foreign  software.  Alarcon  suggests  compa¬ 
nies  first  analyze  the  consequence  of  mak¬ 
ing  people  vulnerable  to  software  that  pro¬ 
duces  errors  and  miscommunications. 
"Identify  the  cost  of  disrupting  the  busi¬ 
ness,"  he  says.  “Then  value  the  risk.  What 
will  you  lose  if  customers  wait  one  week  for 
A  a  product  they  used  to  receive  within  24 


hours?  Different  companies  would  fare 
differently." 

3.  Don’t  go  naked.  CIOs  can  manage  the  risk 
by  rolling  things  out  in  a  staged  manner  with 
an  earlier  version  or  another  product  on 
hand  to  implement  if  the  beta  has  too  many 
bugs  to  function  effectively. 

4.  Be  the  vector.  When  drafting  an 
agreement  with  the  vendor,  CIOs  can  follow 
Home  Depot  CIO  Ron  Griffin’s  lead: 
Establish  one  point  of  contact  for  each 
organization  through  which  all  communica¬ 
tion  flows.  Ensure  all  parties  have  executive- 
level  commitment. 

"If  it’s  very  important  that  you  get  some¬ 
thing  right,”  says  Griffin,  "then  make  sure 
you  make  time  and  do  testing,  and  prove  to 
yourself  that  what  you  put  in  place  is  going 
to  scratch  your  itch.”  -E.  Rutherford 


It  Was  the  Best 
of  Times... 

“The  software  development  process  used  to 
be  a  long  and  complicated  thing,”  recalls 
Randy  Covill,  senior  analyst  of  e-commerce 
strategies  and  applications  at  AMR 
Research,  an  IT  industry  analysis  company 
in  Boston.  As  Roger  Sherman,  former  direc¬ 
tor  of  testing  for  Microsoft,  explained  in  his 
1995  report  “Shipping  the  Right  Products 
at  the  Right  Time,”  software  quality  is 
defined  by  three  dimensions:  reliability,  fea¬ 
ture  set  and  schedule  [the  process].  If  mar¬ 
ket  conditions  change  and  cause  developers 
to  place  disproportionate  emphasis  on  any 
one  leg  of  this  stool,  the  other  two  can  suffer. 
If  being  first  to  market  (the  opposite  of 
schedule)  or  feature  set  takes  precedence, 
warns  Sherman,  reliability  may  suffer.  For 


many  years,  when  the  market  was  less 
volatile,  developers  produced  reliable  soft¬ 
ware  because  they  stuck  to  safe  schedules. 

According  to  Covill,  the  accepted  best 
practices  for  software  development  used  to 
call  for  three  to  six  months  of  study  before 
a  12-month  product  cycle  even  began.  After 
that,  developers  conducted  up  to  16  types 
of  tests  for  functionality,  stability,  ease  of 
integration  and  scalability.  Then,  after  the 
developers  deemed  the  software  stable 
enough  to  be  used  in  controlled,  real-world 
settings,  they  shipped  it  out  to  beta  testers, 
who  reported  back  to  the  developers. 

This  beta  process  benefited  both  parties. 
The  vendors  got  a  better  product  because 
CIOs  caught  bugs  that  got  past  the  develop¬ 
ers.  According  to  Software  Productivity 
Research,  a  Burlington,  Mass.,  software  con¬ 
sultancy,  betas  yield  some  of  the  highest 
numbers  for  fixing  errors  of  omission,  com- 


PRIVACY  ASSURED 


% 

AbiliTec' 

It’s  the  software  that  makes  customer 
data  integration  possible.  By  linking 

TV 

all  of  your  data  sources,  AbiliTec 
enables  a  single  view  of  each  customer. 
Giving  you  a  strong  foundation  on 
which  to  build  a  future  of  successful 
relationships  with  your  customers. 

Just  like  Sue  Emerson. 

For  more  information  on  AbiliTec  and 
how  it  will  support  your  customer 
relationship  management  initiatives, 
please  call  I -888-3ACXIOM  or  visit 
www.acxiom.com/abilitec. 

Acxiom.  Innovations  through 
Customer  Data  Integration. 


Copyright  ©  2000  Acxiom*  Corporation.  Acxiom  is  a  registered  trademark  of  Acxiom  RTC,  Inc. 
AbiliTec  is  a  trademark  of  Acxiom  Corporation. 


ACXIOM 


* 


▼ 


Software  Development 


mission,  ambiguity,  speed  and  capacity  in 
software,  compared  with  16  other  forms  of 
in-house  testing.  And  CIOs  benefited  by  get¬ 
ting  the  technology  first,  learning  its  nuances 
and  gaining  leverage  with  the  vendors  that 
allowed  the  CIOs  to  ask  for  and  get  specific 
features.  Plus,  most  CIOs  received  either  a 
discounted  or  waived  application  fee  for  the 
software. 

...It  Was  the 
Worst  of  Times 

But  the  old,  ideal  beta  process,  says  Neil 
Goldman,  director  of  Internet  computing 
strategies  at  the  Boston  technology  research 
organization  The  Yankee  Group,  never  went 
according  to  plan.  Some  CIOs  signed  up  for 
betas  simply  to  receive  the  software  in 
advance  for  a  lower  price  and  never  really 
tested  it  or  informed  the  vendor  about  the 
software’s  performance.  And  many  who  had 
every  intention  of  sending  feedback  became 
distracted  this  past  decade  with  priorities  like 
Y2K  preparations.  Beta-testing  responses 
dropped  off  so  much,  says  Goldman,  that 
many  software  shops  began  holding  out  on 
the  lower  price  tag  until  they  received  gen¬ 
uine  feedback  pointing  out  bugs. 

Some  CIOs  simply  passed  on  testing  to 
their  subordinates.  Ron  Furmaniuk,  manager 
of  Notes  beta  administration  at  Lotus 
Development  Corp.,  based  in  Cambridge, 
Mass.,  says  that  of  the  4,000-plus 
testers  he  manages,  most  are  man-  j « 
agers  of  IS  groups,  project  team 
leaders,  system  engineers,  analysts  and 
consultants.  He  cannot  find  a  single  CIO 
or  director  of  IT  in  his  database. 

And  while  CIOs  became  too  busy  for  / 
beta  programs,  the  market  changed  ' 
and  developers  got  busier. 

“A  few  years  back,  vendors  told  cus¬ 
tomers  that  the  old  times  of  waiting  18 
months  for  a  new  release  were  over,”  recalls 
Jean-Luc  Alarcon,  senior  vice  president  of 
the  research  reports  and  interactive/media 
resources  division  of  Stamford,  Conn. -based 
consultancy  Meta  Group.  “With  the  Inter- 
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net,  they  said,  we’ll  deliver  you  functional¬ 
ity  on  a  regular  basis.”  But,  says  Alarcon, 
in  their  attempts  to  build  apps  with  more 
features  than  their  competitors,  time  to  mar¬ 
ket  suffered.  So,  in  their  drive  to  work  at 
Internet  speed,  the  vendors  began  to  cut  cor¬ 
ners,  and  12-month  cycles  and  beta  tests 
went  out  the  window.  (Chad  Robinson,  a 
senior  research  analyst  at  Robert  Frances 
Group,  adds  that  some  larger  vendors  also 
stopped  running  beta  tests  because  they 
didn’t  want  the  details  of  their  releases  to 
leak  to  their  competitors.) 

As  Microsoft  alum  Sherman  predicted, 


being  first  to  market  and  feature  set  took 
precedence,  and  reliability  took  a  backseat. 

A  few  developers  still  beta  test,  but 
they’re  sending  out  prototypes  that  they’ve 
spent  only  a  few  months  developing  and 
that  they  know  have  bugs,  says  AMR 
Research’s  Covill.  If  the  testers’  feedback  is 
bad,  he  says,  the  vendors  throw  away  the 
prototypes  and  start  over.  If  the  feedback  is 
good  (or  spare),  the  app  goes  to  market. 
“  [CIOs]  buying  new  releases  are  more  likely 
than  ever  to  get  versions  not  far  beyond  the 
prototyping  stage,”  says  Covill. 

Hosted  software  provided  by  application 


Flow  one  CTO  created  a  standard 


Mike  Reilly,  CTO  at  J.P.  Morgan,  a  New 
York  City-based  financial  company, 
knew  he  could  attract  new  customers  if 
he  could  promise  them  stock  data  over 
the  Internet  at  a  specific  time  every  day. 
But  the  enterprise  management  soft¬ 
ware  he  had  purchased  from  Computer 
Associates  (CA),  an  Islandia,  N.Y. -based 
infrastructure  provider,  and  Unicenter 
TNG,  the  umbrella  program  that  con¬ 
nected  his  homegrown  apps  with  CA’s, 
didn’t  let  him  do  that. 

So  Reilly  invented  a  new  stan¬ 
dard  for  management  software 
applications  that  creates  an 
open,  two-way  application 
programming 
interface  (API). 
Fie  convinced  CA  to  imple¬ 
ment  the  proposed  standard,  called 
the  Application  Instrumentation  and 
Control  (AIC)  standard,  into  Unicenter 
TNG.  Together,  the  two  companies 
tested  the  AIC  standard  and  its  subse¬ 
quent  API.  Reilly  then  asked  CA  to  join 
an  industry  consortium  called  the  Open 


Group,  a  Reading,  England-based  stan¬ 
dards  body  composed  of  users  and  ven¬ 
dors,  to  formalize  the  standard  and 
make  it  official. 

Reilly  and  CA  submitted  the  AIC  to 
Open  Group’s  Fast  Track  Standard¬ 
ization  Process.  Open  Group  then  called 
for  the  two  parties  to  bring  the  AIC- 
empowered  spec  to  the  consortium’s 
other  systems  management  vendors  for 
review  and  refinement.  Then  Reilly 
watched  as  CA  worked  with  competitors 
such  as  EMC  and  Tivoli.  Within  weeks, 
Open  Group’s  members  voted  and 
accepted  the  new  AIC  standard. 

“The  decision  to  push  for  a  standard 
was  pretty  easy,”  says  Reilly.  "We  could 
have  built  our  own  technology  and 
horseshoed  it  into  what  we  get  from  the 
market,”  but  he  knew  that  tweaking 
apps  and  forcing  them  to  process  func¬ 
tions  they  weren’t  built  to  do  can  result 
in  crashes  and  downtime.  "So  we  did 
what  we  did:  got  the  industry  to  adopt 
a  standard  and  had  the  industry  affect 
the  vendors.”  -E.  Rutherford 


Now  there’s  a  better  way  to  manage 
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Organizations  that  don’t  test  find 
they  have  a  harder  time  getting 
the  software  into  production  and 

their  businesses.”  -RON  GRIFFIN,  CIO,  HOME  DEPOT 


meantime,  unpredictable  software  failures 
are  being  caught  not  by  preliminary  testers, 
but  by  real-time  users. 


Why  CIOs  Aren’t 
Beta  Testing 


Brian  Bertlin,  CIO  of  Washington  Group 
International,  doesn’t  beta  test.  He  hasn’t 
found  an  app  that  handles  core  IT  functions 
so  well  that  it  would  give  his  Boise,  Idaho, 
engineering  and  construction  organization 
a  business  advantage,  and  that,  he  says, 
would  be  the  only  kind  of  app  that  would  be 
worth  getting  in  advance  and  spending  extra 
time  testing.  “We’re  not  a  dotcom;  we  don’t 
need  to  be  on  the  bleeding  edge,”  he  says. 

First  Union’s  Jeff  Scott  says  he  can’t  justify 
the  manpower  requirements  that  testing 
demands.  As  the  director  of  advanced  tech¬ 
nology  at  the  Charlotte,  N.C. -based  bank, 
Scott  wants  to  find  technology  that  will 
improve  the  bank’s  internal  communications 
and  external  computerized  banking  offer¬ 
ings.  Once  upon  a  time,  he  organized  a 
group  that  tested  an  advance  release  of  Sun 
Microsystems’  object  request  broker.  And 
although  his  team  learned  the  ins  and  outs  of 
object  technology,  the  bank  ultimately 
decided  it  wasn’t  worth  implementing.  So 
Scott’s  team  had  wasted  its  time.  “Our  strat¬ 
egy  for  now,”  he  says,  “is  to  be  an  early 
adopter  of  technology  we  let  others  prove.” 

While  Bertlin  and  Scott  may  be  in  the 
majority,  a  minority  of  IT  executives  are 
fighting  the  good  fight  against  bad  software. 
CIO  talked  with  three  who  know  that 
working  with  and  pressuring  vendors  is  the 
only  way  to  find  quality  software. 


service  providers  (ASPs)  isn’t  much  better, 
according  to  Goldman.  ASP  applications, 
which  only  live  on  the  ASPs’  servers,  can  be 
continually  modified,  so  the  ASPs’  don’t 
have  to  worry  about  the  robustness  of  their 
apps  when  they  release  them.  There’s  never 
anything  to  recall.  “To  get  99.999  percent 
uptime  costs  a  lot  of  money,”  says  Goldman, 
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“and  they  don’t  spend  a  lot  of  time,  money 
or  energy  [on  testing].  They  just  want  to  roll 
it  out.” 

According  to  Capers  Jones,  chief  scientist 
at  Artemis  Management  Systems,  only  30 
percent  of  U.S.  software  companies  con¬ 
ducted  beta  tests  in  1998,  a  number  that 
some  say  has  shrunk  since  then.  In  the 


Home  Depot: 

La  Vida  Beta 

Ron  Griffin,  CIO  of  Atlanta-based  Home 
Depot,  not  only  reviews  applications  that  he 
buys  before  putting  them  in  production,  he 
also  often  beta  tests  them.  The  home  goods 
giant’s  IT  infrastructure  connects  more  than 
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The  great  e-business  shakeout  is  well  under  way.  For 
those  who  didn’t  make  it,  our  condolences.  At  least 

the  end  was  quick. 


For  those  who  have  made  it,  who  broke  the  code  and 
figured  out  how  to  build  a  truly  viable  e-business,  our 

heartiest  congratulations. 


As  it  turns  out,  many  of  these  successful 
companies-including  the  majority  of  the  Fortune 
e-50-have  built  their  e-businesses  on  an 
exceptionally  strong  foundation. 


The  BEA  WebLogic®  E-Business  Platform.™ 


This  award-winning  set  of  innovative  software  and 
services  is  uniquely  designed  to  help  businesses 
rapidly  develop  and  launch  advanced  e-commerce 
initiatives.  It’s  an  end-to-end  solution  that  includes 
rich  personalization  and  complete  B2B  integration. 

In  fact,  it’s  now  the  global  standard  by  which  all 
e-commerce  software  is  measured. 


Which  explains  why  it’s  BEA’s  market-leading  platform 
that  powers  Chase  Manhattan,  FedEx,  Amazon.com, 
United  Airlines,  Wells  Fargo,  E*TRADE  and  over  8,000 
other  successful  e-businesses.  Find  out  how  we  can 
help  yours.  Visit  us  at  www.bea.com. 
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“We  didn’t  have  to  follow  the  traditional 
lines  of  corporate  IT  where  someone 
had  to  be  an  established  vendor  with 
three  references  and  millions  of  dollars. 


» » 
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-JOE  BATISTA,  INTERNET  ENTERPRISE  DIRECTOR, 

COMPAQ  COMPUTER 


700  stores,  and  Griffin  says  he’s  always 
looking  for  new  ways  to  streamline  it. 
Thirty  percent  of  that  infrastructure  comes 
from  vendors. 

Griffin  believes  he  is  able  to  use  so  much 
foreign,  potentially  fluky  code  in  his  net¬ 
work  precisely  because  he  beta  tests.  He  says 
he  always  sends  new  code  through  his  team 
of  testers,  but  if  he  does  so  during  beta 
stages,  vendors  are  more  likely  to  incorpo¬ 
rate  functionality  changes  as  well  as  code 
fixes.  “Last  year  we  processed  almost  a  bil¬ 
lion  customers  through  our  point  of  sale  sys¬ 
tem,”  he  says.  “That  probably  took  50  bil¬ 
lion  internal  transactions  to  process.  Most 
applications  aren’t  designed  for  the  scope 
and  scale  of  our  business.  So  we’re  con¬ 
stantly  rearchitecturing  and  refining.” 

Griffin  says  he  understands  why  many 
CIOs  use  intuition  rather  than  testing  to 
decide  if  new  software  will  work  for  their 
businesses  (“Testing  is  slower,”  he  says),  but 
he  thinks  that  not  testing  ultimately  wastes 
more  time  and  money.  “Organizations  that 
don’t  test  find  they  have  a  harder  time  get¬ 
ting  [the  software]  into  production  and  their 
businesses,”  says  Griffin.  Once  part  of  the  IT 
staff  has  tested  a  vendor’s  product,  Griffin 
says  they  can  immediately  help 
train  others  in  the  organiza¬ 
tion.  “They  get  the  feeling  of 
ownership  through  testing,”  he 
says.  “And  it  leads  to  a  much 
higher  level  of  acceptance  in 
the  user  community.” 

Compaq:  On 
Beyond  Beta 

Joe  Batista,  the  director  and 
chief  creatologist  of  Internet 
enterprise  at  Houston-based 
Compaq  Computer,  also  believes  that  he 
avoids  bad  code  by  cozying  up  to  vendors. 
But  Batista  goes  a  step  further  than  Griffin 
and  completely  immerses  himself  in  a  ven¬ 
dor’s  production  processes. 

Batista  has  set  up  workshops  in  which 
he  and  up  to  five  of  Compaq’s  engineering, 
testing,  design  and  business  development 


veterans  meet  with  young  software  compa¬ 
nies’  management  teams.  They  listen  to 
pitches,  and  they  “prod  them  about  their 
models,  fundamental  technologies  and 
processes,”  says  Batista.  “It’s  both  collabo¬ 
rative  and  disruptive.” 

In  February  1999,  Batista  and  his  crew 
conducted  a  session  with  Conjoin,  a 


Bedford,  Mass. -based  company  that  was 
developing  intranet  development  tools. 
When  Batista  heard  Conjoin  CEO  Nick 
d’Arbeloff  tout  his  company’s  Field  First 
intranet  publishing  tool,  Batista  realized  that 
it  could  help  him  with  a  project.  He  had 
been  struggling  with  an  intranet  he  built  for 
Compaq’s  East  Coast  sales  staff.  Managing 
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vendors  to  take  chances.  “We  didn’t  have 
to  follow  the  traditional  lines  of  corporate  IT 
where  someone  had  to  be  an  established 
vendor  with  three  references  and  millions  of 
dollars,”  he  says.  If  the  quality  of  the  code  or 
experience  of  the  vendor  is  questionable, 
Batista  knows  he  has  the  leeway  to  hop  in 
on  its  development  cycle  and  fill  in  the  gaps. 


Esavio:  Money  Talks 

Sandy  Philips,  CIO  at  Esavio,  an  e-business 
consultancy  in  Berwyn,  Pa.,  doesn’t  have  the 
flexibility  Griffin  and  Batista  enjoy  at  Home 
Depot  and  Compaq  to  get  involved  in  ven¬ 
dors’  product  cycles  (or  the  clout  to  convince 
those  vendors  to  relinquish  control  of  their 
development  efforts).  With  only  four  full¬ 
time  IT  workers,  he’s  too  busy  keeping  his 
$35  million,  300-plus-person  company  run¬ 
ning  smoothly.  But  he  does  control  a  seven- 
figure  budget  and  the  juice  that  goes  with  it. 

Right  now,  Philips  is  struggling  to  inte¬ 
grate  into  Esavio’s  back-end  accounting  sys¬ 
tem  a  practice  management  system  the  com¬ 
pany  bought  last  year  from  a  vendor  (that 
he’d  prefer  not  to  name).  Not  only  is  the 
product  (which  Esavio  bought  before  Philips 
became  CIO)  flawed,  but  the  vendor  has 
been  slow  to  fix  it. 

“One  of  the  invoices  the  management  sys¬ 
tem  generated  was  not  picking  up  overtime 
hours,”  he  says.  “We  found  the  bad  code  and 
had  to  massage  the  data  by  hand  to  build 
invoices.  If  we  hadn’t,  it  could  have  cost 
thousands  upon  thousands  of  dollars  a 
month  in  mis-billing.” 

After  discovering  the  problem,  Philips 
rushed  to  tell  the  vendor,  but  it  didn’t 
respond.  So  he  took  the  matter  into  his  own 
hands.  “I  held  all  the  bills  they  sent  and  said, 
‘I  won’t  pay  until  they  fix  the  product  and  I 
get  real  performance,”’  he  says.  “Suddenly 
we  started  getting  a  whole  lot  more  voice 
mails,  e-mails  and  interest.”  The  vendor 
assigned  a  full-time  account  manager  to 
work  with  Philips. 

Because  of  the  problems  Philips  encoun¬ 
tered  with  this  vendor,  he  told  another  that 
he  wouldn’t  pay  until  he  saw  performance. 


and  updating  the  content  on  the  home- 
page — timely  brochures,  spec  sheets  and 
customer  testimonials — were  becoming 
tedious.  Field  First,  which  allowed  anyone  to 
publish  on  an  intranet  with  regular  word 
processing  applications,  might  relieve  the 


pressure.  But  Batista  couldn’t  just  buy  Field 
First  because  Conjoin  hadn’t  finished  devel¬ 
oping  it.  So  Batista  offered  to  help  d’Arbeloff 
finish  building  the  prototype. 

Batista  says  this  kind  of  cooperation 
works  because  it  allows  Compaq  and  its 


“I  held  all  the  bills  and  said,  ‘I  won’t 
pay  until  they  fix  the  product  and  I 
get  real  performance.'  Suddenly  we 
started  getting  a  whole  lot  more 
interest.” 

-SANDY  PHILIPS,  CIO,  ESAVIO 
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“They  came  to  me  with  set  amounts  they 
wanted  each  month,”  he  says.  “I  went  back 
to  their  project  plan,  pulled  out  deliverables 
and  said  we’ll  make  milestone  payments 
based  on  those  deliverables,  provided 
they’re  good.”  Now  Philips  can  refuse  to 
pay  if  this  vendor  has  a  code  problem  that 
needs  to  be  fixed. 

Philips  has  also  found  vendors  to  be  com¬ 
pliant  when  he  entices  them  with  free  adver¬ 
tising  at  conferences  and  user  group  meetings. 
“I  have  the  power  to  give  them  free  advertis¬ 
ing,  whether  it’s  positive  or  negative.”  That, 
he  believes,  keeps  them  on  their  toes. 

Power  in  Numbers 

Philips  isn’t  alone  in  using  user  groups  as 
leverage  with  vendors.  Mike  Reilly,  chief 


technology  officer  of  J.P.  Morgan,  a  New 
York  City-based  financial  company,  joined 
a  user  group  to  be  in  close  contact  with  ven¬ 
dors.  (See  “Clout  Helps,”  Page  1 12.)  Reilly  is 
part  of  the  Open  Group,  a  Reading,  England- 
based  user  group,  one  of  few  not  controlled 
by  vendors.  It  consists  of  over  200  IT  enter¬ 
prise  users  and  vendors,  and  encourages  IT 
executives  from  the  likes  of  Charles  Schwab, 
Visa  and  the  U.S.  Department  of  Defense  to 
vent  about  software  problems.  In  this  man¬ 
ner,  Allen  Brown,  president  and  CEO  of  the 
Open  Group,  has  seen  CIOs  bring  about 
change.  “Often  when  buyers  request  solu¬ 
tions,  vendors  reply  that  changes  are  in  the 
next  release  or  that  they’re  not  hearing  that 
from  other  customers,”  he  says.  “But  if  they 
hear  it  right  from  a  group  that  includes 
Boeing,  J.P.  Morgan  and  Shell,  those  rebut¬ 


tals  are  more  difficult  to  make.” 

Other  groups,  such  as  the 
Research  Board,  a  New  York 
City-based  think  tank  of 
approximately  100  Fortune  100 
CIOs  that  focuses  on  business  best  practices 
and  technology  research,  exclude  vendors. 
It  even  excludes  CIOs  from  technology  ven¬ 
dors.  The  Research  Board’s  researchers  visit 
and  interview  the  vendors,  invite  major  ones 
to  speak  and  send  the  vendors  the  results  of 
CIO  surveys. 

Representatives  from  standards  and  certi¬ 
fication  organizations,  such  as  the  Washing¬ 
ton,  D.C. -based  Institute  of  Electrical  and 
Electronics  Engineers  Computer  Society  and 
The  Software  Engineering  Institute  (SEI),  a 
process  certification  body  at  Carnegie 
Mellon  University,  in  Pittsburgh,  say  they 
would  love  for  CIOs  to  join  and  help  shape 
the  software  benchmarks  they  create.  “CIOs 
are  some  of  the  most  knowledgeable 
observers,  and  we’d  love  to  tap  their  knowl¬ 
edge,”  says  Mike  Konrad,  a  senior  member 
of  the  technical  staff  at  SEI. 

Regardless  of  whether  they  do  so  collec¬ 
tively  or  on  their  own,  David  Reid,  director 
of  IT  at  Fazoli’s  Management,  a  Lexington, 
Ky.-based  Italian  fast-food  company,  says  it’s 
imperative  that  CIOs  start  talking  with  their 
wallets  if  they  don’t  have  the  time  or  staff 
to  review  and  test.  “We’ve  all  gone  through 
the  cycle  of  RFP,  sales  presentations,  scripted 
demos,  reference  checking  and  lab  testing,” 
he  says,  “only  to  discover  during  implemen¬ 
tation  significant  product  shortcomings  that 
were  missed  in  all  the  previous  steps.”  The 
answer,  he  says,  is  to  “be  as  diligent  as  you 
can  during  the  selection  process”  and 
remember  who  pays  the  bills.  “Other  than 
that,”  he  says,  “all  we  can  do  is  wait  for  evo¬ 
lution  and  survival  of  the  fittest  to  move  the 
software  industry  forward.”  HH 


Web  Writer  Emelie  Rutherford  covers  emerging  Web 
business  models  and  markets  for  CI0.com.  E-mail 
her  at  erutherford@cio.com  with  story  ideas  about 
new  and  exciting  Web  businesses,  creative  and  chal¬ 
lenging  Web  development  projects  and  emerging 
trends  within  the  ASP  marketplace. 


120  CIO  JANUARY  15,  2001  •  www.cio.com 


PHOTO  BY  CHERRY  KIM 


START  TREATING  YOUR  CUSTOMERS  LIKE  FAMILY. 

In  today's  competitive  marketplace,  customer  service  is  a  top  priority.  Which  is  why  for  nearly  a  decade,  the  world's 
leading  companies  have  turned  to  ServiceWare  for  the  technologies  and  services  they  need  to  improve  their  customer 
care.  With  ServiceWare,  your  hard-earned  customers  have  immediate  access  to  proven,  accurate  answers  across  all 
touch  points:  Web,  phone,  e-mail  or  in  person.  For  more  information,  visit 
wwvy.serviceware.com  or  call  800-572-5748.  Because  after  all,  if  your 
customers  aren't  with  you,  they're  probably  against  you. 


Sfirviceware 

Web  solutions  for  enterprise  service  and  support 


i 


I 


* 


■ 


E-Commerce 

BY  ELANA  VARON 


Orbitz  hasn’t  taken  off  yet,  but  already  it’s  under 
a  legal  cloud.  Can  it— and  electronic  marketplaces 
like  it— avoid  antitrust  turbulence? 


It’s  late  July  in  Washington,  D.C.,  and  an  oppressive  blan- 
ket  of  fog  and  humidity  is  settling  over  the  Capitol  build¬ 
ing.  Inside  a  grand,  turn-of-the-last-century  office  building 
across  the  street,  the  air-conditioning  is  at  full  blast,  but 
Jeffrey  Katz,  chairman,  president  and  Reader  roi 


CEO  of  the  online  travel  website 
Orbitz,  looks  uncomfortable  as  he 
takes  the  heat  for  the  airline  industry’s 
years  of  antitrust  shenanigans. 

Facing  the  Senate  Commerce,  Science 


►  Decide  whether  Orbitz  is 
headed  for  antitrust  trouble 

►  Understand  how  online  sites 
are  changing  the  economics 
of  the  travel  industry 

►  Learn  how  online  exchanges 
can  stay  on  the  right  side  of 
the  Justice  Department 


and  Transportation  Committee  and  flanked  by  rivals  and 


critics,  Katz  is  defending  his  company  against  accusations 
that  it  is  a  cartel  whose  owners — five  major  domestic  air- 
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lines — will  use  it  to  control  ticket  prices  and  put  the  squeeze 
on  competitors.  Chicago-based  Orbitz  hasn’t  made  its  first  sale, 
but  already  it’s  the  subject  of  two  federal  antitrust  inquiries:  one 
by  the  U.S.  Department  of  Justice,  which  enforces  competi¬ 
tion  laws,  and  another  by  the  U.S.  Department  of 
Transportation,  which  regulates  airlines’  marketing  practices. 

Now,  Sen.  John  McCain,  R-Ariz.,  the  committee  chairman, 
wants  to  know  why  the  airlines,  with  a  history  of  price-fixing 
and  other  fare  manipulations  through  their  computer  reser¬ 
vation  systems,  won’t  try  the  same  tactics  on  the  Internet. 
“Can  you  appreciate  the  skepticism  that  exists  here?”  asks 
McCain.  “Completely,”  replies  Katz,  who  once  ran  Sabre, 
the  reservation  system  built  by  American  Airlines  in  1964. 
Katz  explains  that  the  airlines’  contracts  with  Orbitz  rule  out 
collusion.  “As  chairman  of  this  board  I  can  tell  you:  Not  on 
my  watch.  We  understand  the  law  and  intend  to  comply  with 
the  spirit  and  the  letter.” 

Katz’s  Washington  audience  appreciates  his  pledge,  but  that 
doesn’t  mean  they’ll  let  him  and  his  company  off  their  radar 
screen.  With  Orbitz,  there  is  a  lot  at  stake  for  the  airlines,  the 


“If  Orbitz  plays  fair  and 
doesn't  have  any  particular 
advantages  because 
it  is  owned  by  the 
airlines,  that’s  good.” 

-Albert  Foer,  American  Antitrust  Institute 


federal  government  and  airline  passengers.  Beyond  the  airline 
industry,  what  happens  with  Orbitz  could  very  well  touch  com¬ 
panies  in  all  corners  of  the  new  economy.  As  organizations 
band  together  in  electronic  marketplaces,  they’re  collaborat¬ 
ing  much  more  closely  than  they  have  in  the  past.  These  new 
relationships  are  supposed  to  benefit  both  buyers  and  sellers 
by  reducing  transaction  costs  and  prices.  But  when  exchange 
members  are  direct  rivals,  as  in  the  case  of  Orbitz,  it’s  not  clear 
whether  such  cooperation  might  lead  instead  to  collusion  that 
will  quash  competition  and  cheat  consumers. 

As  one  of  the  first  online  exchanges  to  undergo  antitrust 
scrutiny,  Orbitz  will  help  set  standards  for  how  such  market¬ 
places  operate  and  whether  or  not  they  deliver  on  their 
economic  promise.  “There’s  an  analog  [to  Orbitz]  in  almost 
every  industry,”  says  Dan  Rybeck,  managing  director  of 
business  research  consultancy  ASI  Associates  in  Minneapolis. 
Exchanges  have  already  been  formed  by  the  automobile 
industry,  electronics  manufacturers  and  chemical  companies, 
among  others.  “Anywhere  you  see  pure-play  dotcoms  set 
themselves  up  as  online  intermediaries,  you’re  finding  a  push 
[back]  by  industry  leaders,”  Rybeck  continues.  “The  basic 
business  issue  [is]  who  controls  the  e-marketplace” — in 
Orbitz’s  case,  for  airline  tickets. 

The  make  or  break  question  for  companies  exploring  these 
new  ways  of  doing  business  is  whether  online  collaboration — 
either  on  virtual  catalogs  that  let  customers  find  products  eas¬ 
ily  or  on  transaction  standards  that  make  doing  business  more 
efficient — crosses  the  line  into  illegality.  Here,  online 
exchanges  like  Orbitz  are  clearing  new  legal  ground.  Early 
rulings  by  the  government,  like  the  pending  Justice 
Department  opinion  about  Orbitz  and  one  issued  in 
September  by  the  Federal  Trade  Commission  giving  cautious 
approval  to  Covisint,  an  automakers’  exchange  (see  “Legal 
Questions,”  Page  128),  offer  flight  plans  to  other  online 
marketplaces  on  how  to  stay  out  of  court. 

At  the  most,  the  federal  agencies  are  applying  the  principle  of 
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free  and  open  competition  as  stringently  to  the  online  realm 
as  they  always  have  to  old-line  businesses.  “[Orbitz]  ought  to 
be  out  there  competing  with  Tra velocity  and  Expedia,”  the  two 
largest  online  travel  sites,  says  Albert  Foer,  president  of  the 
American  Antitrust  Institute  (AAI)  in  Washington,  D.C.  “If  it 
plays  fair  and  doesn’t  have  any  particular  advantages  because  it 
is  [owned  by]  the  airlines,  and  it  runs  an  innovative  consumer- 
friendly  system,  that’s  good.” 

Foer  and  other  antitrust  experts  say  Orbitz  faces  several  key 
legal  tests  similar  to  those  any  exchange  will  confront,  including: 

■  The  company  must  show  that  the  airlines  won’t  be  able  to 
use  the  site  as  an  exclusive  channel  for  selling  their  lowest- 
priced  tickets,  discriminating  against  competing  travel  agencies. 

■  It  has  to  ensure  the  airlines  won’t  be  able  to  use  an  inte¬ 
grated  transaction  database  that  they  jointly  own  as  a  tool  to 
fix  prices — either  by  collectively  raising  them  or  cutting  them  so 
deeply  that  they  drive  competing  airlines  out  of  business. 

■  Orbitz  must  guarantee  that  if  it  does  dominate  ticket  sales, 
it  won’t  restrict  membership. 


AN  ONLINE  OPPORTUNITY 

Orbitz  enters  a  burgeoning  online  travel  market.  Though 
many  consumers  prefer  the  personal  touch  provided  by  brick- 


“We  have  an  overt  goal  that 
we  are  going  to  drive  travel 
distribution  costs  to  their 
lowest  point.” 

-Alex  Zoghlin,  Orbitz 


and-mortar  travel  agents,  online  travel  sales  are  expected  to 
more  than  double  from  the  current  level  of  $T1  billion  to 
$28.8  billion  by  2005,  according  to  New  York  City-based 
Jupiter  Research.  While  the  airlines  do  58  percent  of  their 
online  business  through  their  own  websites,  according  to  the 
Washington,  D.C. -based  Travel  Industry  Association  of 
America,  most  of  their  remaining  Internet  sales  are  handled 
by  Travelocity  and  Expedia. 

Booking  through  these  or  any  other  online  agents  costs 
airlines  more  because  they  have  to  pay  commissions  and  fees 
to  an  intermediary — a  computer  reservation  system  (CRS) — 
that  relays  the  booking  data  to  the  airlines’  internal  reservation 
systems.  Four  CRSs  process  80  percent  of  all  airline  ticket 
sales,  at  a  cost  to  carriers  of  up  to  $16  per  round-trip  ticket. 
(Some  carriers,  such  as  Southwest,  choose  not  to  list  fares 
in  these  systems.) 

By  launching  their  own  online  travel  agency,  Orbitz  backers, 
which  include  founders  American  Airlines,  Continental  Airlines, 
Delta  Air  Fines,  Northwest  Airlines  and  United  Air  Fines,  and  23 
associate  members,  hope  to  loosen,  and  perhaps  eventually  cut, 
their  ties  to  the  CRSs.  To  attract  customers,  Orbitz  has  made 
deals  with  its  members  that  guarantee  they  will  post  their  low¬ 
est  published  fares  on  the  site,  including  the  Internet-only  specials 
they  now  mainly  offer  on  their  own  websites.  Central  to  Orbitz’s 
business  model  is  a  new  search  engine  that  the  company’s  Chief 
Technology  Officer,  Alex  Zoghlin,  says  will  do  a  better  job  of 
searching  for  low  fares  than  the  CRSs. 

Orbitz’s  initial  strike  against  CRSs  is  a  promise  that  mem¬ 
ber  airlines  will  get  discounts  on  booking  fees  when  they  sell 
tickets  on  the  site  (although  Orbitz  will  include  fares  from  any 
carrier  in  its  database).  Under  a  deal  with  Atlanta-based 
Worldspan,  a  CRS  that  is  74  percent  owned  by  two  Orbitz 
founders.  Delta  and  Northwest,  Orbitz  will  rebate  its  mem¬ 
bers  a  third  of  their  booking  fees  from  its  sales.  But  Zoghlin 
says  that  eventually  Orbitz  wants  to  link  its  systems  directly 
to  the  airlines  and  get  rid  of  booking  fees  altogether.  “We  have 
an  overt  goal  that  we  are  going  to  drive  travel  distribution  costs 
to  their  lowest  point,”  he  says.  Airlines  would  likely  still  be  pay- 
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Internet  customers  expect  instant  service.  So  give  them 
the  power  to  help  themselves.  The  power  of  self-assistance 
on  your  Web  site.  When  they  need  it.  where  they  need  it. 
And  in  return,  they  will  give  you  their  business. 

DynaHelp  is  an  intelligent  Internet  Customer  Relationship 
Management  software  solution  that  empowers  customers  to 
help  themselves  and  learns  from  every  customer  interaction. 
For  more  information  and  a  free  copy  of  the  GartnerGroup 
analysis  report,  call  or  visit  our  Web  site  today. 
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ing  Orbitz  the  same  commission  they  pay  other  online  travel 
agencies,  which  get  less  than  brick-and-mortar  agents. 

NEW  ECONOMY,  SAME  RULES 

With  such  contractual  incentives  to  make  sales  through  Orbitz, 
member  airlines  could  be  tempted  to  drive  fares  there  by  not 
distributing  them  elsewhere.  One  clause  in  Orbitz  members’ 
contract  says  they’re  not  obliged  to  give  the  site  exclusive  deals, 


but  another  says  they  can  fulfill  their  commitments  to  pro¬ 
moting  the  venture  by  doing  just  that.  That’s  a  red  flag  for 
AAI’s  Foer,  who  thinks  providing  fare  specials  through  the  site 
could  inhibit  competition  from  other  online  travel  sites. 

Terrell  Jones,  president  and  CEO  of  Travelocity.com  in  Fort 
Worth,  Texas,  says  suppliers  regularly  offer  fare  specials 
through  his  site,  just  as  “sometimes  you’ll  see  a  sale  at  one  gro¬ 
cery  store  and  sometimes  in  another.”  It’s  fair  for  the  airlines  to 
spread  deals  among  travel  agents,  he  adds,  but  “if  you’ve  got 
one  guy  who  always  gets  the  best  deals 
and  it’s  the  guy  who  happens  to  be  owned 
by  the  producers,  I  don’t  think  that  fos¬ 
ters  competition.”  More  generally,  an 
exchange  could  end  up  being  a  source  for 
the  best  prices  simply  because  it  lowers 
suppliers’  distribution  costs.  It  would  run 
afoul  of  the  law,  however,  if  participants 
were  using  the  exchange  to  somehow  con¬ 
trol  prices,  says  Bill  Baer,  head  of  the 
antitrust  practice  with  the  Washington, 
D.C.,  law  firm  Arnold  &  Porter. 

Kenneth  Mead,  inspector  general  with 
the  U.S.  Department  of  Transportation, 
has  been  studying  the  impact  of  the 
Internet  on  the  travel  industry.  He  wouldn’t 
be  interviewed  for  this  story,  but  in 
answers  to  written  questions  from 
McCain  after  July’s  hearing,  he  said  that 
Orbitz’s  low  fare  guarantees  aren’t  anti¬ 
competitive  “at  face  value.”  Nevertheless, 
he  said,  the  government  or  the  airlines 
themselves  might  want  to  negotiate  an 
agreement  that  ensures  the  airlines  will 
offer  the  same  low  fares  through  any  travel 
agency  that  provides  the  same  financial 
incentives  as  Orbitz. 

Meanwhile,  the  Dallas-based  South¬ 
west  Airlines,  which  has  no  plans  to  join 
Orbitz,  is  questioning  whether  the  five 
exchange  owners — who  collectively  cap¬ 
ture  80  percent  of  domestic  ticket  sales — 
could  undercut  smaller  competitors  by 
using  transaction  data  collected  by  the  site 
to  share  information  about  routes  and  pric¬ 
ing.  Zoghlin  counters  that  Orbitz’s  con¬ 
tracts  with  its  members  prohibit  the  com¬ 
pany  from  sharing  booking  data.  “We’re 
barred  from  it,”  he  says,  and  the  airlines 
won’t  have  any  access  to  Orbitz’s  database. 
“We  have  only  a  push  mechanism.” 


EGA  Lp 

Questions 

In  uncertain  times,  the  right  answers 
can  protect  you  from  legal  trouble 

WHEN  IT  COMES  TO  ASSESSING  how  new  joint  ventures  affect  competition,  there’s 
little  that  antitrust  regulators  will  do  until  the  companies  involved  do  something  that  looks 
illegal,  says  William  Kovacic,  a  law  professor  at  George  Washington  University. 

Nevertheless,  antitrust  experts  say  there  are  questions  companies  should  ask  them¬ 
selves  before  joining  an  online  venture  that  can  help  them  avoid  legal  trouble,  such  as: 

Does  the  venture  help  consumers?  When  the  courts  examine  a  marketplace,  they  look 
first  at  whether  consumers  are  benefiting  from  it,  says  Bill  Baer,  who  heads  the  antitrust 
practice  at  Arnold  &  Porter,  a  Washington,  D.C.,  law  firm.  "As  long  as  you've  got  legiti¬ 
mate  business  reasons  for  what  you’re  doing,  the  court  balances  the  procompetitive 
upsides  and  anticompetitive  downsides,"  he  adds. 

Do  there  need  to  be  so  many  members?  If  government  lawyers  come  calling,  be  ready 
to  explain  why  every  company  in  your  industry  or  even  just  its  heavy  hitters  need  to  join, 
says  Kovacic.  You  might  accomplish  your  goals  without  dominating  the  marketplace. 

Will  members  have  access  to  information  about  competitors’  prices  or  product 
development  plans?  Access  to  such  data  invites  price  fixing  and  other  forms  of  collusion. 
Installing  firewalls  that  prevent  participants  from  sharing  sales  and  product  data  can  pro¬ 
tect  exchanges  from  aiding  conspirators,  says  Baer. 

Do  you  have  to  give  your  partners  the  best  deal?  In  their  "Antitrust  Guidelines  for 
Collaborations  Among  Competitors"  issued  last  spring,  the  Federal  Trade  Commission 
and  the  U.S.  Department  of  Justice  say  they’ll  look  closely  at  whether  companies  that  par¬ 
ticipate  in  online  exchanges  are  still  competing  against  each  other,  either  as  independent 
businesses  or  as  members  in  other  ventures.  If  your  contracts  with  exchange  partners 
mean  you  can't  offer— or  get— equal  or  better  deals  on  your  own,  that’s  a  red  flag. 

Is  it  easy  for  outsiders  to  join  or  to  quit?  Make  it  easy  for  new  members  to  join  and 
share  in  the  benefits  of  your  exchange,  and  regulators  will  be  less  likely  to  conclude  that 
you're  trying  to  hurt  your  competitors,  says  Kovacic.  If  it’s  easy  to  quit,  says  Baer, 
antitrust  enforcers  can  be  convinced  that  you’re  successful  because  you  “have  the 
better  mousetrap."  -E.  Varon 
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The  PC  Solution 

A  look  back  into  the  past  provides  an  answer  to  this 
dilemma.  Twenty  years  ago,  after  a  few  years  of  PC 


anarchy,  the  IT  organization  finally  stepped 
in  and  took  control.  They  evaluated  the 
vendors,  set  standards,  made  provisions  for 
security,  file  backup  and  disaster  recovery, 
and  provided  the  support  that  their  employ¬ 
ees  needed. 

The  same  proactive  stance  is  required  in 
the  case  of  these  ubiquitous  wireless  devices. 

This  time,  however,  the  focus  is  less  on  the  device 
and  more  on  the  network.  Specifically,  the  CIO  must 
be  involved  in  selecting  the  best  v/ireless  network  for 
these  devices  before  the  process  of  de  facto  selection 
by  users  gets  carried  too  far. 

By  selecting  a  robust,  high-speed  nationwide  net¬ 
work  that  will  accommodate  the  latest  in  wireless 
devices — particularly  for  the  most  widely  used  appli¬ 
cation,  wireless  email — the  CIO  can 
eliminate  a  host  of  network-related 
headaches.  At  the  same  time,  users  are 
able  to  work  with  the  latest  in  handhelds 
to  increase  their  productivity  and  boost 
the  company’s  competitive  position  in 
the  marketplace.  The  key  to  all  these  ben¬ 
efits  is  a  network  that  provides  flexible, 
widespread,  high-capacity  coverage 
everywhere  it  is  needed. 

Motient's  Nationwide 
Network 

For  example,  with  more  than  2,000  base 
stations,  Motient  Corporation,  based  in 
Reston,  Virginia,  has  assembled  the 
largest  and  most  fully  deployed  wireless 
network  in  the  U.S.  The  network’s  coverage  extends 
to  220  million  people  in  the  nation’s  top  430  metro¬ 
politan  areas — all  without  roaming. 


“We’ve  had  more  than  a  decade  of  experience 
building  wireless  networks,”  said  Dennis  Matheson, 
Motient’s  CTO.  “So  over  the  years,  as 
wireless  has  rapidly  evolved,  we  have 
continually  upgraded  our  network  to 
keep  pace.  In  the  process,  we’ve  gath¬ 
ered  a  lot  of  experience  in  the  best  way 
to  make  this  technology  work,  and  we 
make  it  a  point  to  pass  that  knowledge 
on  to  our  customers. 

“Right  now,”  Matheson  continued, 
“the  leading  app  for  wireless  is  email. 
People  want  to  be  connected  no  mat¬ 
ter  where  they  are.” 

Over  its  two-way,  wireless  data  net¬ 
work,  Motient  provides  its  eLinkSM 
wireless  email  service,  as  well  as 
BlackBerry1M  by  Motient.  Both  make 
use  of  the  RIM  Wireless  Handheld1M, 
the  hottest  handheld  on  the  market.  (See  the  sidebar 
on  the  next  page  for  more  on  these  two  popular 
products.)  ►► 


IT  ALL  SOUNDS  VERY  FAMILIAR. 
In  the  early  1980s,  frustrated  with  their  IT  orga¬ 
nization’s  slow  adoption  of  personal  computers, 
employees  began  smuggling  their  own  PCs  into 
work.  It  took  years  for  IT  to  sort  it  all  out  and  provide 
the  necessary  policies,  standards  and  purchasing  proce¬ 
dures.  Today  it’s  deja  vu  all  over  again — but  this  time, 
instead  of  PCs,  wireless  handheld  devices  are  the  cul¬ 
prits.  Highly  mobile  employees  are  buying  these  devices 
in  droves  to  handle  wireless  email  and  messaging. 

But  the  potential  headache  for  today’s  CIOs  lies  not 
so  much  in  the  influx  of  the  devices  themselves.  The 
problem  is  that  when  your  users  buy  one  of  these  new 
wireless  handhelds,  they  are  also  buying  the  network 
that  the  device  runs  on.  And  it  is  the  quality  of  the  wire¬ 
less  network  that  determines  how  well  the  device  works. 

If  the  user  decides  that  the  service  leaves  a  lot  to  be 
desired,  or  wants  a  new  handheld  with  more  features 
from  another  provider,  it  results  in  tossing  the  old 
device  and  buying  a  new  one.  New  device,  new  serv¬ 
ice  provider,  new  network.  All  without  involving  IT. 

But,  because  the  user  is  doing  company  work, 
accessing  company  files  and,  inevitably,  turning  to  the 
company  help  desk  for  assistance,  IT  is  involved.  By 
the  simple  act  of  purchasing  a  handheld  device  with 
the  admirable  intention  of  boosting  productivity,  the 
employee  has  unwittingly  committed  to  a  wireless  net¬ 
work.  As  the  devices  proliferate  among  the  enterprise’s 
user  community,  IT  finds  itself  confronted  with  the 
daunting  prospect  of  dealing  with  a  plethora  of  wire¬ 
less  service  providers  using  diverse  technologies  and 
serving  a  wide  variety  of  geographic  areas. 
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It's  the  Network 

“For  the  users,  being  able  to  use  an  efficient,  wireless 
handheld  device  is  really  important,”  said  Matheson. 
“But  for  the  CIO  and  IT  managers  charged  with  creat¬ 
ing  and  maintaining  a  corporate  communications 
infrastructure,  it’s  the  network  that  is  a  major  concern. 
By  being  proactive — by  choosing  a  reliable,  secure  net¬ 
work  that  provides  the  broadest  range  of  coverage — 
CIOs  can  save  themselves  a  lot  of  grief.  It’s  one  thing  to 
meet  your  users’  needs;  it’s  a  totally  different  story  if  you 
let  users  dictate  infrastructure  standards  and  protocols.” 

Matheson  said  Modem's  constantly  expanding  ter¬ 
restrial  network  provides  a  variety  of  features: 

►►  broad  national  coverage 

►►  the  highest  capacity  of  any  nationwide  wireless 
network 

►►  the  fastest  aggregate  transmission  speeds 
►►  the  deepest  in-building  penetration  (most  network 
architects  only  think  horizontally — Motient’s 
architects  think  vertically  as  well) 

►►  built  -in  fault  tolerance  for  top  reliability  day  in  and 
day  out. 

“Most  wireless  data  networks  deploy  their  cells 
horizontally  which  is  a  fine  strategy  if  your  users  are 
constantly  on  the  move,”  said  Matheson.  “But  most 
employees  in  a  typical  office  environment  want  to  use 
their  wireless  devices  within  the  building  as  well  as  on 
the  road.  With  a  horizontal  architecture,  everyone  is 
competing  for  the  use  of  just  one  cell,  which  can  play 


Horizontal  vs.  Layered  Architecture 


eLinkand  BlackBerry  for  Wireless  Email 
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wireless  email  service 


eLink  is  Motient’s  wireless  email  service,  which  allows  users  equipped  with 
a  RIM  handheld  to  send  and  receive  Internet  email  messages  from  virtually 
anywhere  in  the  U.S.  This  portable  email  device  also  acts  as  an  inbox,  infor¬ 
mation  manager,  pager  and  calendar. 

Users  have  several  options.  They  can  use  eLink  to  wirelessly  extend  an  existing  Internet  email  account. 
In  this  case,  eLink  acts  as  an  “agent” — it  retrieves  messages  from  a  POP  or  IMAP  mail  server  and  forwards 
it  to  the  wireless  device.  Users  can  also  establish  a  new  email  address  on  the  Motient  network 
(username@2way.net),  and  email  messages  straight  to  another  user’s  device. 

BlackBerry  by  Motient,  specifically  designed  for  the  Microsoft  Exchange  environment,  combines 
wireless  email  with  the  RIM  handheld  and  the  Motient  two-way  data  network.  This  solution  makes  the  wire¬ 
less  handheld  an  extension  of  the  user’s  desktop  by  providing  full  messaging  capabilities. 

The  BlackBerry  Enterprise  Server  provides  centralized  administration,  performance  monitoring, 
configurable  handheld  security  attributes,  and  asset  tracking  tools. 

BlackBerry  Desktop  Software  runs  on  the  user’s  desktop  PC.  This  integrated  suite  of  applications 
provides  organizer  synchronization,  folder  management  tools,  email  filtering  capabilities,  information  back¬ 
up,  and  an  application  loader.  Triple  DES  encryption  technology  meets  stringent  corporate  security  guide¬ 
lines  for  remote  email  access. 


Horizontal  Architecture 


Layered  Architecture 


□  ODD 

□  ODD 

□  □□□ 
□  □□□ 
DODD 
□  □□□ 
□  □□□ 
DDDD 
DDDD 
0D00 
DDDD 
DDDD 


MM 


3 


8-19.2  kbps 


Conventional  cellular  architecture  is  deployed  horizontally,  forcing  station¬ 
ary  users  to  compete  for  cells.  Motient’s  layered  cell  architecture  provides 
more  capacity  per  user,  improving  connectivity  and  response  times. 


havoc  with  connectivity  and  response  times. 
Therefore,  Motient  deploys  its  cells  vertically.  This  lay¬ 
ered  architecture  makes  sure  that  there  is  more  than 
enough  capacity  for  every  user.” 

The  Motient  network  combines  that  capacity  with 
speed.  Motient’s  packet  data  network  operates  at  trans¬ 


mission  speeds  of  19.2  kbps.  In  some  areas — for  exam¬ 
ple,  in  New  York — Motient  layers  several  cells,  allow¬ 
ing  the  network  to  reach  an  effective  throughput  today 
of  8 1 .6  kbps  and  up  to  2 1 1  kbps  when  fully  deployed. 
This  combination  of  speed  and  capacity  allows  the 
network  to  become  a  true  instant  messaging  network, 
operating  faster  than  even  two-way  paging  networks 
that  operate  with  a  single  layer. 

“In  addition  to  high  speed  and  capacity,  we’re  also 
providing  extremely  reliable 
service  even  in  highly  congest¬ 
ed  areas  like  New  York  and 
Chicago,”  Matheson  noted.  “In 
Chicago,  for  example,  we  use 
one  frequency  over  1 1 0  tow¬ 
ers — a  technique  known  as  sin¬ 
gle  frequency  reuse  (SFR). 
Many  other  network  providers 
use  MFR — multiple  frequency 
reuse — which  allows  users  to 
communicate  with  only  one 
base  station  at  a  time.  The 
advantage  of  SFR  is  that  no 
matter  where  you  are — you 
could  be  100  stories  up  and 
deep  inside  the  building — 
you’re  still  in  range  of  four  or 
five  towers.  Your  message  is  going  to  go  through  and 
your  response  times  will  be  a  lot  faster.” 

A  top  New  York-based  law  firm,  with  offices  in  sev¬ 
eral  other  major  cities,  is  taking  advantage  of  the 
Motient  network  and  the  eLink  platform  to  provide  its 
attorneys  with  an  integrated  email  solution.  Using  RIM 
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Wireless  Handhelds,  the  attorneys  are  able  to  leave  the 
office  without  fear  of  losing  communication  with  their 
clients,  an  absolute  necessity  in  the  legal  industry. 

One  of  the  leading  package  delivery  services  is  also 
making  good  use  of  the  Motient  network.  In  this 
instance,  the  company  has  equipped  its  drivers  with 
specially  designed  devices  in  order  to  log  and  track 
packages  while  in  the  field. 

Ready  for  the  Future 

The  Motient  network  is  highly  flexible — currently 
more  than  50  different  devices  are  being  used  on  the 
network,  ranging  from  handhelds  offered  by  RIM, 
Motorola  and  Panasonic,  to  specially  designed  devices 
such  as  the  one  used  by  the  package  delivery  company. 
The  Motient  network  allows  the  devices  to  transmit 
wirelessly  to  and  from  a  LAN,  server,  host  or  the 
Internet. 

“We’re  at  the  very  beginning,”  Matheson  said. 
“Right  on  the  horizon  are  next  generation  wireless 
devices  that  will  be  smaller  and  far  more  versatile  than 
today’s  offerings.  We  have  the  network  already 
deployed  that  can  accommodate  these  new  offerings. 

“For  CIOs,”  he  concluded,  “it  just  makes  sense  to 
select  the  network  they  want  in  place  before  employ¬ 
ees  purchase  these  devices  and  commit  to  a  de  facto 
network.  In  the  world  of  wireless  communications,  it 
is  the  network  that  makes  all  the  difference.”  << 

For  more  information  on  the  Motient  network,  eLink 
wireless  email  service,  and  BlackBerry  by  Motient 
go  to  www.Motient.com  or  call  1-800-872-6222 
ext.  7401. 
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Microsoft's®  .NET™.  New  kinds  of  applications.  New  tools  for  building  them.  And  new  ways  to  deliver  them. 

They're  calling  it  the  Next  Generation  Internet.  Which  means  it's  a  big  part  of  the  future  for  you,  your  e-business  customers  and  partners.  And  you 
can  learn  more  about  it,  sooner,  in  eDirections  in  January.  With  stories  from  the  frontlines  of  early  .NET  deployments,  at  places  like  Starbucks, 
Ohio  Savings  Bank,  buy.com,  Radio  Shack  and  other  early  .NET  adopters. 

eDirections  in  January.  Focusing  on  Microsoft  .NET,  it  could  be  your  first  look  at  the  future.  Yours. 


A  custom  publication  exclusively  for  qualified  subscribers  to  CIO,  ComputerWorld,  InfoWorld,  Network  World  and  The  Industry  Standard. 
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E-Learning: 
Does  It  Make 
the  Grade? 

Outsource  it  for  simple  subjects,  but  you  may  need  to  bring  online  learning  in-house 

when  projects  get  complex  and  outlays  grow  larger  by  tracy  mayor 


At  Corporate  Training  High,  e-learning  is  the  cool  kid,  the  smart  kid  and  the  class  bully 
all  at  once.  It’s  better  looking  than  traditional  classroom  learning,  it  gets  better  grades 
than  nerdy  computer-enhanced  teaching  systems,  and  everyone  in  the  skills-training  mar¬ 
ket  is  handing  his  lunch  money  to  the  newest  kid  on  the  block. 

Electronic  learning — educating  employees  using  Web-enabled  materials  deployed  via  the 
Net — offers  in  its  most  sophisticated  incarnations  such  bells  and  whistles  as  streaming 
audio  and  video,  built-in  PowerPoint  presentations,  hot  links  to  related  information  on  the 
Web,  animation,  flip  books  and  self-running  screen-capture  display  programs.  E-learning  is 
significantly  cheaper  and  more  productive  and  can  be  delivered  with  more  timeliness  than 
either  classroom  learning  or  traditional  computer-enhanced  teaching,  practitioners  say. 

For  these  reasons,  e-learning  will  account  for  almost  half  of  the  projected  $16.9  billion 
business  skills  training  market  by  2004,  while  growth 
in  CD-ROM,  videotape  and  satellite  training  will  slow 
considerably,  according  to  Cushing  Anderson,  pro¬ 
gram  manager  of  learning  services  research  for  mar¬ 
ket  analyst  IDC  (a  sister  company  to  CIO' s  publisher, 

CXO  Media)  in  Framingham,  Mass.  “People  are 
spending  a  relatively  stable  amount  of  money  on  train¬ 
ing,”  he  points  out,  “but  the  outsourcing  component 
of  that  is  growing  at  12  percent  or  13  percent  total, 


Reader  ROI 

►  Find  out  when  to  put 
training  online 

►  Learn  the  criteria  for  choos¬ 
ing  an  e-learning  vendor 

►  Understand  the  conditions 
in  which  e-learning  should 
be  brought  in-house 


JANUARY  15,  2001  •  www.cio.com 


1  3  2 


CIO 


PHOTO  BY  CHERRY  KIM 


Corporate  Training 


and  almost  all  of  that  is  spent  on  e-learning.  The  growth  in 
this  market  is  in  e-learning.” 

But  just  like  the  high  school  friend  with  the  car  and  the  trust 
fund,  e-learning  can  be  high-maintenance  as  well.  It  needs 
bandwidth  and  server  space  that  many  companies  aren’t  will¬ 
ing  to  devote  to  an  activity  that  makes  good  sense  but  isn’t, 
truth  be  told,  a  moneymaker.  Many  training  and  HR  depart¬ 
ments,  which  traditionally  have  been  the  overseers  of  employee 
learning,  resolve  e-learning’s  resource  demands  by  outsourc- 


E-Learning:  A  Standard  Scenario 

Step  1:  Back  to  school 

y  An  employee  sits  down  at  the  computer  at  a  conven- 
”  ient  time,  at  work  or  at  home. 


ing  the  entire  proposition,  including  the  hosting,  delivery, 
scheduling  and  tracking  of  training  modules,  leaving  the  IS 
department  completely  out  of  the  loop — often  with  the  CIO’s 
explicit  or  tacit  approval. 

Electronic  learning  is  a  good  teaching  tool,  corporate  train¬ 
ing  specialists  say,  but  companies  shouldn’t  be  lulled  into  believ¬ 
ing  that  e-learning  can  teach  all  things  to  all  people.  When  the 
stakes  are  high  (as  with  team-building)  or  the  subject  is  highly 
personal  (as  with  coaching)  then  real  live  teachers  are  still  irre¬ 
placeable.  And  while  it  works  to  outsource  e- 
learning,  that  might  not  be  the  case  in  coming 
years,  according  to  IS  managers.  As  e-learning  sys¬ 
tems  become  more  technologically  complex  and 
more  integrated  into  other  corporate  functions  like 
personnel  management,  in-house  IS  departments 
may  have  to  play  a  heavier  role  in  e-learning 
deployment  and  maintenance. 


Step  2:  Registration 

The  employee  goes  to  the  company’s  intranet  and 
clicks  on  an  e-learning  button,  which  takes  him  either 
to  a  company-maintained  registration  page  or,  more 
commonly,  the  website  of  an  e-learning  outsourcer. 

He  logs  on  with  an  ID  and  password  and  is  recognized 
y  by  the  e-learning  system. 

Step  3:  Course  selection 

The  e-learning  system  generates  a  list  of  tailored 
courses.  These  comprise  relevant  subjects  that  the 
employee  is  eligible  or  required  to  take,  based  on  job 
roles,  prerequisites,  courses  already  completed  and,  if 
applicable,  security  clearance. 

Step  4:  Learning 

The  employee  selects  a  particular  course  or  lesson  in 
a  course  and  goes  through  it  page  by  page  at  his  own 
pace,  either  all  in  one  sitting  or  in  chunks  at  different 
times.  More  sophisticated  modules  include  audio, 
animation,  hotlinks  to  Web-based  supplemental 
learning  materials,  e-mail  contact  with  an  instructor 
and  opportunities  to  chat  with  other  students.  After 
completing  a  course  or  lesson,  the  employee  com¬ 
pletes  a  review  module,  which  then  advises  him  to 
either  take  the  course  again  or  proceed  to  an  online 
quiz.  When  he  completes  the  quiz,  the  e-learning  sys¬ 
tem  records  his  results. 


Fast  and  Flexible 

Like  many  financial  services  companies,  American 
Skandia  uses  e-learning  to  train  and  reskill  its 
workforce  quickly.  The  U.S.  arm  of  the  interna¬ 
tional  savings  and  insurance  company,  American 
Skandia  faces  a  number  of  training  challenges  par¬ 
ticular  to  its  business,  says  Rebecca  Ray,  a  senior 
vice  president  at  the  Shelton,  Conn.,  location.  The 
company  sells  its  financial  services  through  whole¬ 
salers  in  the  field  rather  than  directly  to  the  pub¬ 
lic,  which  poses  a  special  challenge  when  it  comes 
to  educating,  certifying  and  then  continually 
reskilling  that  decentralized  workforce  to  keep 
abreast  of  a  portfolio  of  services  that’s  continually 
increasing  in  both  volume  and  complexity.  In  addi¬ 
tion,  Ray  points  out,  the  savings  and  insurance 
industries  are  heavily  regulated,  and  most  employ¬ 
ees  must  be  fluent  with  the  latest  regulations. 

Rather  than  spending  days  away  from  their 
desks  sitting  in  a  classroom,  American  Skandia 
employees  can  log  in  to  a  training  website  and 
complete  materials  at  their  own  pace  between 
assignments,  before  or  after  hours  or  even  from 
their  home.  Distributing  learning  electronically 


Step  5:  Grades  and  graduation 

The  HR  or  learning  division  of  the  employee’s  com¬ 
pany  automatically  receives  a  report,  in  e-mail  or 
database  form,  on  which  courses  he  has  completed, 
how  well  he  retained  the  knowledge,  which  material 
he’s  due  to  take  next  and  what  progress  his  fellow 
learners  have  made  for  the  same  time  period.  The  e- 
learning  system  generates  a  new  list  of  courses  the 
next  time  the  employee  logs  on.  -7.  Mayor 


lets  the  American  Skandia  wholesalers  in  dif¬ 
ferent  locations  train  simultaneously,  eliminat¬ 
ing  knowledge  lags  between  various  far-flung 
units.  And  the  live  nature  of  Web-based  learn¬ 
ing  means  American  Skandia  can  instantly 
update  training  materials  to  incorporate  changes 
such  as  new  product  information  or  new  gov¬ 
ernment  regulations. 
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Think  fast. 


Networking  traffic  is  exploding.  So  when  you’re  building  a  network, 
performance  has  to  come  first.  That's  why  at  Foundry  Networks,  we 
make  the  world’s  fastest  networking  solutions.  So  tar,  over  2,500  customers 
have  chosen  our  record-breaking,  award-winning  Netlron  Internet 
Routers,  Biglron  Layer  3  Switches,  and  Serverlron  Layer  4-7  Web  Switches. 

It’s  how  AOL,  U.S.  Army,  Cable  <S  Wireless,  and  Exodus  power  their 
mission-critical  systems.  Not  to  mention  many  of  the  world's  largest  Internet  and 
Metro  Service  Provider  networks.  Enterprise  networks.  Even  highly 
complex  hosting  facility  networks.  We  keep  them  all  running  at  top  speed  with 
unbeaten  performance  and  reliability,  backed  up  with  global  service  and  support. 

Because  today,  if  you  don’t  think  fast,  you’re  not  thinking.  Call  I  .SSS.TURBOLAN 
(887-2('>52),  email  into@foundrynet.com,  or  go  to  www.foundrynetworks.com/cio. 
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Ray  holds  the  title  of  director  of  training  at  American 
Skandia  University,  a  project  in  the  making  that  will  central¬ 
ize  various  training  initiatives  throughout  the  company.  The 
corporate  university  will  offer  three  educational  options: 
instructor-led  classes,  self-study  and  online  learning.  The 
e-learning  offerings  are  in  turn  divided  into  three  formats, 
scaled  for  different  levels  of  complexity.  On  the  light  end  of 
its  curriculum,  the  company  contracted  with  ElementK,  an 


e-learning  vendor  based  in  Rochester,  N.Y.,  to  provide  training 
on  basic  Microsoft  business  software,  advanced  IT  profes¬ 
sional  topics  and  the  Harvard  Manage  Mentor  series  of  busi¬ 
ness-  and  management-skills  courses.  ElementK  hosts,  tracks, 
tests  and  delivers  all  training  data  back  to  American  Skandia, 
which  uploads  the  data  straight  into  its  PeopleSoft  workforce- 
management  system. 

For  industry-specific  training  in  topics  like  annuities  and  finan- 


Picking  Through  the  E-Learning  Pack 

To  choose  an  outsourcer,  first  know  thyself 


With  training  budgets  expected  to  double 
between  1999  and  2004,  according  to  fig¬ 
ures  from  IDC,  the  Framingham,  Mass.- 
based  market  research  analyst  (and  sister 
company  to  CIO’s  publisher,  CXO  Media),  it's 
no  surprise  that  the  number  of  companies 
jockeying  for  position  in  the  e-learning  mar¬ 
ket  is  big  and  growing. 

How  to  choose  a  partner  if  and  when  you 
decide  to  outsource  e-learning?  Several 
experienced  training  managers  suggest 
turning  your  limitations  into  assets  by  using 
them  to  cut  down  the  vendor  list  quickly. 
People’s  Bank  in  Bridgeport,  Conn.,  for 
example,  uses  Microsoft  Office  97  as  its 
basic  office  software  package.  The  bank 
wanted  to  use  e-learning  software  with  the 
suite  to  train  new  hires,  says  Manager  of 
Technology  Training  Ray  Zeimet,  but  found 
that  most  of  the  newest  players  in  the 
e-learning  marketplace  offer  training  soft¬ 
ware  only  for  MS  Office  2000.  "The  new 
guys  don’t  back-develop,  and  that  was  fine 
with  us,"  Zeimet  says.  "That  chopped  down 
our  list  pretty  significantly  right  there.” 

Zeimet  also  advises  training  managers  to 
work  hands-on  with  any  courseware  they're 
thinking  of  buying.  “I  wanted  software  that 
was  easy  to  navigate,  friendly  and  interac¬ 
tive,"  he  says.  "We  sat  right  down  and  coun¬ 
ted  how  many  clicks  it  took  to  get  to  the  actu¬ 
al  learning  and  how  long  it  took  you  to  get 
back  there  when  you’d  stopped.  [Redwood 
City,  Calif.-based  e-learning  vendor]  Smart- 
Force  was  pretty  close  to  being  idiot-proof." 

Deutsche  Bank  started  its  shopping 


process  by  compiling  a  list  of  its  standard 
desktop  configurations  and  bandwidth  capa¬ 
bilities  so  that  it  knew  up  front  what  features 
it  could  and  couldn’t  support  in  company¬ 
wide  e-learning,  says  Vice  President  Adam 
Girard,  who  oversees  online  learning  for  the 
bank’s  global  technology  and  services 
department.  “We  wanted  to  stay  away  from 
plug-ins,”  he  explains.  "And  we  were  using  a 


Karen  Warkentin,  Continental  Airlines 


version  4.0  browser  that  was  already  a  year 
old  at  the  time,  but  we  wanted  to  stay  with 
that"— two  criteria  that  allowed  the  bank  to 
eliminate  some  training  packages.  Girard 
next  looked  for  high  levels  of  interactivity, 
quality  of  technical  support,  and  sophistica¬ 
tion  of  registration  and  tracking  solutions  in 
evaluating  the  remaining  vendors. 

At  Continental  Airlines  in  Houston,  Karen 
Warkentin,  the  airport  services’  managing 
director  for  policies,  procedures  and  train¬ 
ing,  says  she  wouldn’t  dream  of  signing  on 


with  a  vendor  without  getting  the  IS  group’s 
approval  beforehand.  "IS  is  in  there  for  the 
interview  process,"  she  says.  "We  would  die 
without  them."  Other  life-affirming  tips: 

Push  hard  on  any  client  list  provided  by  a 
potential  vendor  to  make  sure  it's  legitimate 
and  to  find  out  just  how  extensive  the 
involvement  was,  and  pay  close  attention  to 
the  quality  of  customer  service. 

Finally,  keep  in  mind  there  will  likely  be  a 
shakeout  in  the  e-learning  market  in  the  next 
couple  of  years,  warns  Dan  Bartholomew, 
national  practice  leader  for  e-learning  solu¬ 
tions  at  KPMG  Consulting  in  San  Francisco. 
"Right  now,  there  are  5,000  different  ven¬ 
dors  trying  to  do  some  kind  of  electronic 
learning.  We  are  in  this  market  where  ERP 
was  15  or  20  years  ago,  way  before  anyone 
knew  SAP  was  going  to  be  the  leader,”  he 
warns.  How  to  judge  whether  your  guys  will 
make  the  cut?  Bartholomew  says  to  look  for 
companies  with: 

►  High-quality  asynchronous  content 

►  Synchronous  options 

►  Learning  management  systems 

►  Seamless  integration  among  modules  and 
with  third-party  management  programs 

►  Learning  platforms  built  on  reliable, 
known  standards 

In  addition,  Bartholomew  advises  going 
with  companies  that  are  reinvesting  their 
profits  internally  and  are  at  least  working 
toward  becoming  full-platform  service 
providers.  -T.  Mayor 
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Fast  Wireless  Internet 
Messaging  Deployment 


UltiVerse.  Get  Your  Mobile  Professionals  Up  and  Running  in  Record  Time. 

Use  your  choice  of  standard  web  phones  or  wireless  PDAs  to  access  email,  voice  mail,  fax,  schedule  and  contact.  Real 
time,  any  time,  anywhere,  for  one  low  cost.  Send  email  with  a  voice  attachment.  Your  voice,  so  no  struggling  with 
tiny  handset  keys.  Be  everywhere,  do  every  thing,  reach  everybody.  The  mobile  world  is  finally  free. 

Call  toll-free  1-866-264-4010  for  our  white  paper.  Email 
surprise@ultiverse.com  and  you  won't  believe  what  will  happen! 

UltiVerse  Technologies,  Inc  330  Bear  Hill  Road,  Suite  210,  Waltham,  MA  02451 

Fax:  781.529.1101  •  E-mail:  info@ultiverse.com  •  Web:  www.ultiverse.com 
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cial  ethics,  Ray  chose  Securities  Training  Corp.  (STC)  of  New 
York  City,  which  offers  a  service  to  track  employees  to  ensure 
they’re  in  compliance  with  Nasdaq-required  training  elements. 
And  for  company-specific  topics  such  as  antifraud  policies  and 
internal  auditing,  American  Skandia  plans  to  partner  with  STC 
to  develop  customized  e-learning  courseware  written  in  concert 
with  various  in-house  experts  at  American  Skandia. 

In  all  cases,  American  Skandia  employees  access  those  ven¬ 
dors’  sites  through  an  internal  learning  portal  that’s  part  of 
the  American  Skandia  website.  The  portal  was  developed  by 
a  cross-departmental  intranet  development  team,  to  which 


Ray’s  department  had  to  contribute  minimal  man  power.  The 
role  American  Skandia’s  info  services  department  has  in  elec¬ 
tronic  learning  is  one  primarily  of  advice  and  consent:  “We 
worked  with  the  folks  in  IS.  I  sat  down  with  a  pretty  firm 
vision  and  plan  and  said,  ‘This  is  what  I’d  like  to  see  happen. 
Can  you  come  back  and  tell  me  what  will  work  and  what 
won’t?”’  Ray  recalls. 


Having  made  a  significant  investment  in  e-learning,  Ray  still 
says  it  won’t  replace  instructor-led  education  entirely,  now  or 
ever.  “E-learning  is  not  a  panacea,”  she  warns.  “An  information 
dump  on  Microsoft  Office  is  perfect  for  online.  And  that  frees  us 
to  deploy  experts  at  the  high  end  of  the  spectrum.  When  we 
need  role-playing,  coaching,  one-on-one  feedback,  the  benefit  of 
sharing  best  practices  still  comes  from  a  real  person.” 

Her  opinion  is  echoed  by  Dan  Bartholomew,  national  prac¬ 
tice  leader  for  e-learning  solutions  in  the  San  Francisco  office 
of  KPMG  Consulting.  “Different  media  lend  themselves  to 
different  learning  events,”  he  says.  “If  you  need  a  team-building 
class  to  launch  a  project,  you  need  to  physically  inter¬ 
act,  and  you  won’t  get  that  on  the  Internet.” 

That  said,  Bartholomew  and  KPMG  are  bullish  on 
e-learning  for  nearly  all  other  kinds  of  training. 
“Anytime  you  need  to  reskill  yourself  and  learn  a  new 
function  fast,  those  are  great  for  Internet  learning.” 
Plus,  he  points  out,  instructor-led  training  is  only  as 
good  as  a  given  instructor  and  student  are  on  a  given 
day  in  a  particular  classroom.  By  contrast,  e-learning  is 
consistent,  controlled  and  scalable  to  individual  learn¬ 
ers’  styles,  meaning  that  students  can  work  in  chunks 
of  time  that  suit  both  their  temperament  and  sched¬ 
ule.  Finally,  e-learning  is  eminently  trackable  on  the 
back  end,  so  training  centers  can  assess  students’  inter¬ 
action  and  competency  at  whatever  level  of  detail  they 
choose.  “With  e-learning,  you  can  determine  a  real 
ROK — return  on  knowledge — rather  than  being 
dependent  on  the  instructor’s  or  the  student’s  impres¬ 
sions  to  know  how  effective  your  training  is,” 
Bartholomew  says. 

KPMG  is  also  bullish  on  advising  its  clients  to  out¬ 
source  e-learning  (with,  of  course,  help  from  a  con¬ 
sultancy  like  KPMG).  That’s  a  standard  stance  in  the 
world  of  corporate  training:  Companies  like  Deutsche 
Bank,  People’s  Bank  and  Continental  Airlines  have 
partnered  with  outside  companies  to  develop,  host  and 
track  part  or  all  of  their  e-learning  initiatives  for  a  wide 
range  of  reasons. 

Most  corporations,  even  those  with  larger  in- 
house  training  sites,  don’t  have  employees  with  the 
mix  of  skills  needed  for  effective  online  curriculum 
design.  Training  departments  are  often  reluctant  to 
take  on  the  administrative  burdens  of  registration,  scheduling, 
tracking  and  results  analysis,  features  that  are  included  in 
many  e-learning  packages,  particularly  those  hosted  by  ASP- 
type  vendors.  Many  companies  aren’t  willing  or  able  to  allo¬ 
cate  bandwidth  to  a  noncore  function  like  corporate  train¬ 
ing.  And  most  companies  simply  couldn’t  get  a  homegrown 
program  up  and  running  in  anywhere  near  the  time  an 


Pete  Goettner,  president  and  CEO  of  vendor  DigitalThink, 
wants  to  take  e-learning  off  the  plate  of  CIOs. 
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THE  QUESTION  IS  NOT,  “WILL  ii^Ltnin^  STRIKE  YOUR 
E-BUSINESS?”  THE  QUESTION  IS, “WILL  YOU  BE  READY?” 


In  the  unpredictable  world  of  e,  only  the  right  partner  can  prepare  you  for  the  unexpected.  Which  is 
why  nearly  all  the  Fortune  500®  rely  on  us  to  survive-and  thrive-in  today’s  ever-changing,  unpredictable 
environment.  We  are  BMC  Software.  The  world’s  leading  provider  of  e-business  systems  management 
solutions.  Software  that  keeps  your  business-critical  applications  up  and  running  around  the  clock. 

We  offer  the  fastest  implementation  of  the  most  comprehensive  e-business  management  systems.  And  our 
exclusive  BMC  Software  OnSite™  program  allows  companies  to  achieve 
maximum  online  availability  all  day,  everyday.  For  more  information, 
visit  us  at  www.bmc.com.  We’ll  be  there.  We  re  always  there. 


<bmc 


Assuring  Business  Availability  " 
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BMC  Software  is  an  Equal  Opportunity  Employer.  BMC  Software,  BMC  Software  OnSite,  the  BMC  Software  logos,  and  all  other  BMC  Software  product  or  service  names  are  registered 
trademarks  or  trademarks  of  BMC  Software,  Inc.  All  other  trademarks  or  registered  trademarks  belong  to  their  respective  companies.  ©2001  BMC  Software,  Inc.  All  rights  reserved. 


tor  of  Network  Northeastern.  “I  think  we’re  like 
most  universities,  where  the  information  services 
groups  don’t  have  the  man  power  to  handle 
another  project.  Their  first  responsibility  is  to 
research  faculty  and  on-campus  students.” 

At  least  one  industry  analyst  thinks  corporate 
America  should  follow  suit  when  it  comes  to  the  IS 
staff’s  involvement  with  e-learning.  “Most  com¬ 
panies  shouldn’t  be  doing  e-learning  in-house,  and 
IS  doesn’t  need  to  know  a  thing  about  it,”  IDC’s 
Anderson  says.  “IS  should  stick  to  things  that  are 
core  to  the  business,  banking  applications  or  e- 
business  initiatives  or  whatever.” 


Adam  Girard,  vice  president  of  Deutsche  Bank,  is  considering 

bringing  e-learning  entirely  in-house. 


e-learning  specialty  company  can. 

“We  deploy  our  solutions  within  a  week  or  two  and,  in 
some  cases,  within  a  day,”  says  Pete  Goettner,  president  and 
CEO  of  San  Francisco-based  DigitalThink,  one  of  the  larger 
and  more  well-established  players  in  the  burgeoning  e-learning 
marketplace.  “Companies  don’t  want  to  be  specialists  in  e- 
learning.  CIOs  have  their  plates  full  already,”  he  says. 
“Training  departments  are  looking  for  solutions  that  don’t 
impact  IT,  so  they  turn  to  a  high-level  service  provider  like 
DigitalThink” — or  one  of  the  many  companies  competing  for 
DigitalThink’s  business,  including  ClickToLearn,  NetG,  Ninth 
House,  SmartForce  and  Saba. 

Boston’s  Northeastern  University  contracted  with  vCampus, 
an  e-learning  company  based  in  Reston,  Va.,  to  host  Network 
Northeastern,  its  online  university  that  has  some  1,200  stu¬ 
dents  enrolled  nationwide.  Professors  rather  than  Web  design¬ 
ers  are  responsible  for  the  presentation  of  their  classes  online. 
And  while  the  bursar’s  and  registrar’s  offices  at  Northeastern 
have  some  interaction  with  the  vCampus  system,  the  univer¬ 
sity’s  IS  department  has  none  at  all.  “The  other  computing 
demands  here  are  massive,”  explains  Susan  Kryczka,  the  direc¬ 


Involving  IS 

But  as  e-learning  technology  grows  ever  more 
sophisticated,  some  CIOs  say  they’d  be  open  to 
bringing  some,  or  even  all,  e-learning  work  in- 
house  someday.  New  York  City-based  Deutsche 
Bank,  for  example,  has  seen  an  evolution  in  its 
approach  to  e-learning.  When  the  bank  teamed 
some  of  its  in-house  subject  experts  with  Digital¬ 
Think  consultants  last  year  to  develop  nine  custom 
courses  covering  topics  like  financial  products,  reg¬ 
ulations  and  compliance,  IS’s  involvement  was 
minimal.  With  DigitalThink  hosting  the  courses 
externally  and  handling  all  registration  and  track¬ 
ing  requirements,  IS  needed  only  to  contribute  a 
technical  liaison  who  encrypted  passwords  and 
checked  security  issues,  bandwidth  and  connectivity  demands, 
according  to  Adam  Girard,  the  vice  president  responsible  for 
the  online  learning  center  for  the  bank’s  global  technology  and 
services  department.  “It  was  a  due  diligence  process.  Since  90 
percent  of  what  we  were  doing  was  external,  we  needed  very 
few  interactions  with  the  technical  staff,”  he  says. 

That  plan  sits  well  with  KPMG’s  Bartholomew,  who  says 
he  tells  clients  that  information  services  should  be  involved  ini¬ 
tially  so  that  consultants  and  vendors  alike  can  get  a  good 
understanding  of  a  company’s  long-term  infrastructure  blue¬ 
print  and  map  out  their  training  plans  accordingly.  “It’s  good 
to  know  everything  you  can  about  the  infrastructure:  capacity, 
caching  devices,  what  upgrades  are  planned  and  when,  and 
what  network  distribution  traffic  controller  they  have  in  place,” 
Bartholomew  says. 

More  complex  e-learning  projects  in  Deutsche  Bank,  how¬ 
ever,  have  proved  to  need  more  attention  from  IS.  The  bank 
internally  hosts  a  series  of  technical  and  financial  modules  (with 
courseware  provided  by  NetG  and  Intuition  Publishing,  respec¬ 
tively)  that  have  a  dedicated  technical  staff  to  deal  with  server 
maintenance  and  other  standard  support  needs.  And  the  bank 
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Kevin  Torf, 

Tornado  Development 


M  Tornado  Development  started  with  a  hot 
idea  -  provide  a  better  way  to  manage  the 
constant  waves  of  information  from  voice 
mail,  e-mail,  pagers  and  faxes.  The  challenge:  how 
to  implement  Tornado  Messenger  so  that  it  works 
seamlessly  with  the  infinite  variety  of  systems, 
servers  and  storage  that  telco,  ASP  and  ISP 
customers  already  were  using. 

That’s  why  Tornado  relies  on  the  Proactive  Network 
Storage  Solutions' 1  portfolio  from  StorageApps. 

“StorageApps  gives  us  something  other  storage 
companies  can 't  match:  true  any-to-any  connectivity,  ” 
explains  Kevin  Torf,  Tornado’s  Chairman  and 
Founder.  " And  they  offer  carrier-class  functionality 
at  a  better  price,  as  well. " 


With  StorageApps  SANLink™  storage  appliances 
as  the  foundation  of  its  solution  infrastructure, 
Tornado  hosts  messaging  solutions  for  ASPs,  ISPs 
and  carriers  of  all  sizes  around  the  world.  And  for 
customers  who  prefer  to  buy,  Tornado  provides 
SANLink  as  part  of  a  turnkey  solution.  " StorageApps 
is  a  real  partner.  They  provide  the  technology  we 
need  to  make  our  business  model  work,”  Torf  says. 

“Bottom  line,  what  StorageApps  really  gives  us  is  a 
smarter  way  to  deliver  customer  value." 

To  find  out  more  about  smarter  solutions  for 
network  storage,  visit  us  at  www.storageapps.com 
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People’s  Bank’s  e-learning  department  checks  in  with  IS  but  runs  its  own 
show— which  is  just  how  CIO  Jaci  Coleman  likes  it. 


Corporate  Training 

is  now  exploring  the  possibility  of  rolling 
all  its  learning  projects,  including  class¬ 
room  learning,  into  a  larger,  centralized 
learning  center,  which  could  possibly  mean 
that  externally  hosted  learning  would  one 
day  be  administered  completely  in-house. 

Deutsche  Bank’s  rationale  for  the  move  is 
in  part  financial.  “We  are  paying  a  slight 
premium  for  external  services,”  Girard 
explains,  “so  we  may  host  and  track  every¬ 
thing  internally  in  the  future.” 

People’s  Bank,  headquartered  in  Bridge¬ 
port,  Conn.,  is  in  the  “walk-before-we-run 
stage  with  e-learning,”  says  Manager  of 
Technology  Training  Ray  Zeimet.  To  test 
the  waters  on  what  Zeimet  hopes  will 
become  a  significant  commitment  to  elec¬ 
tronic  learning,  People’s  signed  on  with 
SmartForce,  an  e-learning  company  based 
in  Redwood  City,  Calif.,  to  serve  up  30- 
odd  courses  to  teach  technology  basics 
such  as  Microsoft  Word,  Lotus  Notes  and 
Internet  navigation. 

Because  the  courses  require  little  in  the  way  of  internal 
resources — a  5K  application  that  needed  to  be  delivered  to 
students’  desktops — Zeimet  simply  kept  the  IS  department 
informed  of  his  plans  and,  prelaunch,  put  a  sniffer  on  the  net¬ 
work  to  test  performance.  “We  had  12  to  15  people  hitting 
the  [SmartForce]  site  at  the  same  time,  and  we  didn’t  see  much. 
It  taxed  the  system  in  certain  areas,  in  others  there  was  barely 
a  blip.  We  took  those  results  upstairs  [to  IS]  and  made  sure  they 
were  aware,”  Zeimet  says.  “But  plans  were  already  in  place 
to  do  network  upgrading.” 

That  level  of  interaction  is  just  fine  by  People’s  CIO  Jaci 
Coleman,  who  joined  the  bank  last  May.  “We’re  happy  with 
what’s  going  on.  We  have  a  lot  of  infrastructure  built,  and  what 
Ray  is  doing  is  something  that  can  make  use  of  what  we 
already  have  in  place,”  says  Coleman.  Should  Zeimet  ask  for 
more  network  resources,  Coleman  says  she  would  evaluate 
the  request  on  a  standard  cost-benefit  analysis. 

That  may  well  happen  as  People’s  proceeds  with  a  more 
ambitious  plan  to  build  a  corporate  university.  Initially,  the 
centralized  learning  department  will  still  skew  heavily  toward 
classroom  learning,  but  by  2004  or  2005,  Zeimet  envisions, 
much  of  that  learning  will  have  moved  over  to  the  Internet. 
If  People’s  develops  and  hosts  its  custom  courseware  inter¬ 
nally — and  Zeimet  plans  to  propose  that  it  does — his  rela¬ 
tionship  with  IS  will  change  as  well.  “Internally  it  would 
require  a  partnership,”  he  says.  “You’re  talking  constant 
access  to  Web  servers,  security,  getting  things  in  and  out  of 


databases,  getting  some  standards  up  across  different  pieces 
of  software.  We  would  have  a  lot  of  talking  to  do,  but  that’s 
still  a  year  or  two  in  the  future.” 

Even  with  that  amount  of  work  on  his  plate,  Zeimet  is  still 
convinced  it’s  more  prudent  to  develop  custom  courses  in- 
house  rather  than  outsource.  “Outsourcing  may  ultimately  be 
cheaper  than  training  an  internal  [courseware  developer]  but 
then  you  lose  the  ability  to  make  [courseware]  changes 
instantly” — which  is  one  of  e-learning’s  biggest  benefits,  he 
points  out.  Financial  services  companies  like  People’s  change 
their  product  offerings  frequently  in  response  to  market  moves 
and  regulatory  rulings,  and  training  materials  need  to  reflect 
those  changes  as  swiftly  as  possible,  he  says. 

Like  People’s,  Continental  Airlines  is  both  in  the  beginning 
stages  of  adopting  e-learning  and  simultaneously  building  a 
larger  university,  with  one  significant  difference:  “Our  rela¬ 
tionship  to  IT  is  we’re  joined  at  the  hip,”  says  Karen 
Warkentin,  managing  director  for  policies,  procedures  and 
training  for  airport  services  at  Continental  in  Houston.  “We 
work  extremely  closely  with  the  IS  people,”  says  Warkentin, 
who  has  a  specific  IT  business  partner  assigned  to  her.  “We 
want  to  ensure  we  are  in  sync  and  not  doing  anything  outside 
of  what  they  can  support.  I  would  classify  it  as  a  very  strong 
working  relationship.  They  know  everything  we’re  doing  and 
vice  versa.” 

Currently,  Continental  uses  registration  services  from  Saba, 
an  e-learning  vendor  based  in  Redwood  Shores,  Calif.,  to 
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schedule  and  track  students’  progress  on  internally  developed 
modules,  both  Internet-based  and  desktop-based.  These  teach 
technology  basics  as  well  as  operational  airport  topics  such  as 
gate  management,  serving  the  disabled  and  handling  dangerous 
goods.  But  Continental  is  in  the  beginning  stages  of  a  much 
larger  learning  initiative  that  will  likely  include  more  electronic 
learning  and  significant  amounts  of  infrastructure,  which  is  one 
reason  for  the  IS  group’s  close  involvement  with  the  training 
departments. 

Continental’s  plan  is  to  centralize  many  disparate  learning 
projects  into  three  regional  schools,  thereby  connecting  all 
computer-based  training  labs  to  the  airline’s  intranet  and  push- 


Anders  Soderstrom,  president  of  Skandia  Innovation  and  CIO  for  Skandia  New  Markets, 
wants  to  spread  e-learning  best  practices  to  all  the  company’s  far-flung  branches. 


ing  more  Web-based  training  out  to  users’  desktops.  The 
Cleveland  school  is  due  to  be  online  by  the  first  quarter  of  next 
year,  with  Houston  coming  up  in  the  third  quarter  and 
Newark,  N.J.,  following  in  the  first  quarter  of  2002. 

For  the  e-learning  portions  of  the  school,  Warkentin  antici¬ 
pates  that  Continental’s  “subject-matter  experts,”  as  they  are 
known,  will  script  and  write  the  course  content,  which  will 


then  be  polished  and  made  Web-ready  by  a  third-party  ven¬ 
dor.  Unlike  some  other  corporations,  which  plan  to  electroni¬ 
cally  enable  as  much  as  90  percent  of  their  curriculum, 
Warkentin  estimates  that  only  30  percent  to  35  percent  of 
Continental’s  training  will  take  the  form  of  e-learning,  at  least 
in  the  short  haul.  “My  anticipation  is  you  can  never  take 
instructors  out  of  training  totally,”  she  says. 

The  Boomerang  Effect 

Even  if  e-learning  is  off  the  CIO’s  plate,  and  happily  so,  it  could 
very  well  bounce  back  to  the  department  in  the  next  couple 
of  years  as  a  new  wave  of  second-generation,  technology-heavy 
improvements  hits  the  market. 

Because  of  bandwidth  and  desktop  limitations,  most 
companies  shy  away  from  the  high  end  of  the  market, 
which  features  streaming  audio  and  video,  high  levels  of 
interactivity  and  animation,  and  synchronous  learning 
(where  teachers  and  students  interact  in  real-time  over 
the  Web  or  a  classroom-type  session  is  broadcast  to  stu¬ 
dents  in  remote  locations).  But  that  won’t  be  the  case  for 
long  as  students  respond  to  and  then  demand  more 
sophisticated  offerings  online,  warns  Scott  Pope,  an  ana¬ 
lyst  with  The  Delphi  Group  in  Boston. 

In  addition,  e-learning  will  increasingly  become  inte¬ 
grated  with,  or  morph  into,  larger  knowledge-  and 
learning-management  systems  that  companies  should 
keep  tabs  on  in-house.  “Ultimately  the  idea  is  to  tie  these 
e-learning  systems  in  with  workforce  performance  man¬ 
agement  tools  that  HR  can  use  to  make  some  correla¬ 
tion  between  student  readiness  and  ROI,”  Pope  explains. 

In  the  end,  it’s  those  kinds  of  incipient  changes,  coupled 
with  inborn  respect  for  innovation  wherever  it’s  occur¬ 
ring,  that  prompts  CIOs  like  Anders  Soderstrom  to  keep 
their  eye  on  the  e-learning  trend.  Soderstrom,  for  many 
years  the  CIO  at  American  Skandia  and  now  president 
of  Skandia  Innovation  and  CIO  for  Skandia  New 
Markets,  says  he  is  happy  to  leave  training  decisions, 
including  those  that  directly  involve  technology,  to  depart¬ 
ment  heads  like  American  Skandia’s  Ray — but  he  still 
wants  to  keep  abreast  of  developments. 

“[E-learning]  is  not  one  of  those  things  that  I  would 
fight  to  hold  on  to,  but  if  I’m  involved  a  little  then  we 
can  try  to  replicate  work  over  the  entire  company  and 
build  global  prototypes  when  we  see  something  good,”  says 
Soderstrom.  “It  would  be  nice  for  our  employees  in  other  coun¬ 
tries  to  benefit  [from  Ray’s  work],  and  that  makes  it  interest¬ 
ing  for  me  to  stay  involved.” 

Tracy  Mayor  is  a  freelance  writer  specializing  in  business,  technology 
and  parenting  topics.  She  can  be  reached  at  tmayor@mediaone.net. 
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No  one  likes  time  out.  Users  they  are  platform  and  ven- 
demand  100%  availability  dor  independent,  TDMF  and 
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and  so  does  executive  man-  TDMFOpen  software  work  on 
agement.  But  moving  data  every  storage  system  in 
doesn’t  have  t  result  in  your  shop, 

downtime.  TDMF™  and 

TDMFOpen  software  virtually  Find  out  how  TDMF  and 
eliminate  disruptions  during  TDMFOpen  can  simplify  your 
data  migration,  copy,  or  data  moves.  Download  a 

backups,  even  during  perj-  TDMF  evaluation  copy  today 
ods  of  peak  application  or 
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TDMF  is  the  only  non-disrup- 
tive,  vendor  independent 
storage  management  solu¬ 
tion  available  for  0S/390®. 
TDMFOpen  is  the  data  migra¬ 
tion  and  replication  solution 
for  UNIX®  and  Windows®  NT 


TDMFOpen  software  work  on 
every  storage  system  in 
your  shop. 

Find  out  how  TDMF  and 
TDMFOpen  can  simplify  your 
data  moves.  Download  a 
TDMF  evaluation  copy  today. 

Visit  www.tdmf.com 
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t  2:30  p.m.  on  Thursday,  Aug.  17,  Mohnish  Pabrai,  smartly  dressed  in  a 
black  pinstriped  suit  with  a  blue-on-blue  striped  shirt  and  a  solid  blue 
silk  tie,  entered  the  Norcross,  Ga.,  headquarters  of  CheckFree,  a  provider 
of  electronic  billing  software.  In  the  previous  1 1  months,  Pabrai,  the 
founder  and  CEO  of  Digital  Disrupters,  had  visited  countless 
corporate  headquarters  and  had  given  dozens  of  presentations 
about  his  business.  By  now,  his  delivery  was  flawless.  He  was  passionate  about  what  he 
was  doing.  He  believed  in  his  company,  his  business  model  and  the  future  of  the  Internet. 

But  today,  he  seemed  dazed.  This  morning,  he  had  found  out  that  the  presentation  he  was 
about  to  give  in  CheckFree’s  boardroom  would  be  an  exercise  in  futility. 

Pabrai  was  in  Georgia  to  try  to  sell  CheckFree  on  an  idea  for  a  startup  that  would  send 
bills  to  customers’  e-mail  addresses  so  that  they  could  pay  online.  The  new  company^ 
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At  the  airport.  Pabrai  (left),  seated  next  to  Long,  his 

VICE  PRESIDENT  OF  PARTNERING,  RECEIVED  A  CALL  FROM 

One  Liberty  saying  it  had  decided  not  to  fund  his  company. 
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would  be  synergistic  with  CheckFree’s 
software  business.  That  was  what  the  11- 
month-old  Digital  Disrupters  did:  It  came  up 
with  ideas  for  new  Internet  businesses  and 
then  partnered  with  existing  brick-and-mor- 
tar  companies  to  bring  them  into  being. 

Pabrai  was  accompanied  by  Tammy  Jo 
Long,  Disrupters’  vice  president  of  part¬ 
nering.  Long  noted  that  her  boss  seemed 
oddly  subdued.  What  she  didn’t  know  was 
that  while  awaiting  their  delayed  flight  to 
Atlanta  that  morning  at  Chicago’s  O’Hare 
International  Airport,  Pabrai  had  received 
a  voice  mail  message  on  his  Nokia  from 
Stephen  Ricci,  a  venture  capitalist  with 
Cambridge,  Mass. -based  One  Liberty  Ven¬ 
tures.  Ricci  had  called  to  inform  Pabrai 
that  One  Liberty,  an  early-stage  VC  com¬ 
pany  that  manages  $500  million  in  com¬ 
mitted  capital  and  has  50  companies  in  its 
portfolio,  had  decided  not  to  fund  Digital 
Disrupters.  Pabrai  had  been  counting  on 
One  Liberty  for  $6  million,  which  had 


been  contingent  on  him  finding  another  $6 
million  elsewhere.  He  hadn’t  been  able  to 
do  that. 

From  O’Hare,  Pabrai  had  called  his  assis¬ 
tant,  Kim  Felix,  at  their  office  in  Downers 
Grove,  Ill.,  and  told  her  to  schedule  a  staff 
meeting  for  10  a. m.  the  next  day. 

In  minutes,  Long,  sitting  next  to  Pabrai 
in  the  terminal,  got  a  call  on  her  Sprint  PCS 
from  her  assistant,  Kathleen  McLean, 
informing  her  of  the  staff  meeting.  She 
turned  to  Pabrai  and  asked  him  what  the 
meeting  was  going  to  be  about.  “You’ll  find 
out  tomorrow,”  he  said. 

He  considered  canceling  the  CheckFree 
presentation  but  decided  that  would  raise 
too  many  questions  before  he  was  ready  to 
answer  them.  He  needed  time  to  collect  his 
thoughts.  So,  with  the  shades  drawn,  Pabrai 
and  Long  plowed  through  all  20  slides  in 
their  PowerPoint  presentation.  When  they 
finished  an  hour  later,  CheckFree’s  COO 
and  its  vice  president  of  corporate  develop¬ 


ment  politely  informed  Pabrai  and  Long  that 
the  company  was  not  interested.  Pabrai 
apologized  to  the  two  executives,  folded  his 
laptop  and  left. 

A(nother)  Dotcom  Is  Born 

Digital  Disrupters  wasn’t  the  first  company 
that  Mumbai,  India-born  Pabrai  had 
started.  In  1990,  he  quit  his  job  working  as 
an  engineer  for  Tellabs  in  Chicago  and  aban¬ 
doned  his  master’s  thesis  at  the  Illinois 
Institute  of  Technology  to  launch  TransTech, 
a  systems  integration  company.  Pabrai 
funded  TransTech  with  $30,000  from  his 
401  (k)  and  $70,000  from  credit  cards.  By 
1999,  it  had  grown  to  200  employees  and 
$30  million  in  revenues.  But  after  nine  years 
with  TransTech,  the  thrill  was  gone.  (Pabrai 
sold  TransTech  to  Kurt  Salmon  Associates, 
an  Atlanta-based  management  consultancy, 
in  October  2000.) 

What  he  really  wanted  to  do  was  work 
for  investment  guru  Warren  Buffett  at 
Berkshire  Hathaway,  the  gazillionaire’s  hold¬ 
ing  company  that  operates  Geico  Insurance 
and  See’s  Candies.  He  wrote  a  letter  to 
Buffett  and  asked  him  for  a  job.  Buffet 
turned  him  down,  saying  he  didn’t  need  any¬ 
one;  Buffett  liked  to  work  alone. 

To  stave  off  ennui,  Pabrai  took  a  class  in 
February  1999  at  the  Harvard  Business 
School.  The  class  was  taught  by  Clayton 
Christensen,  author  of  the  business  bible 
The  Innovator’s  Dilemma.  “It  was  very 
interesting,”  says  Pabrai  of  Christensen’s 
theories  on  disruptive  innovation  (simply 
put,  companies  should  invest  in  technolo¬ 
gies  that  threaten  their  current  business 
models),  “but  I  put  it  in  the  back  of  my 
mind.  At  the  time,  this  whole  e-business 
thing  was  happening.  There  was  a  lot  of  talk 
about  the  new  economy  and  startups,  and  I 
decided  to  get  involved.” 

That  spring,  Pabrai  set  up  TransTech’s 
e-business  practice.  One  of  its  clients, 
Chicago-based  Cole  Taylor  Bank,  was  strug¬ 
gling  to  understand  the  Internet.  While 
explaining  how  the  bank  could  take  advan¬ 
tage  of  the  Web,  Pabrai  recalled  Christensen’s 
advice  and  advised  the  company  to  spin  off 


With  the  shades  drawn,  Pabrai  and  Long  plowed  through 

ALL  20  SLIDES  IN  THEIR  POWERPOINT  PRESENTATION. 
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a  separate  Internet  bank.  So  intrigued  was 
Cole  Taylor  with  Pabrai’s  proposal  that  the 
bank’s  CEO  asked  him  to  help  set  up  the 
new  company. 

“This  wasn’t  a  problem  that  TransTech 
could  solve,”  Pabrai  says.  “It  wasn’t  an  IT 
problem;  it  was  a  strategic  problem.  I  knew 
we  needed  to  set  up  a  new  company  that 
could  help  old-line  businesses  start  new 
[Internet-based]  companies.” 

Digital  Disrupters  was  born. 

Pabrai  dove  into  his  new  business.  He 
funneled  $1.8  million  of  his  own  money  into 
Disrupters.  While  searching  for  a  CEO  to 


After  the  Fall 


replace  himself  at  TransTech,  he  also  set  out 
to  find  a  CEO  for  Cole  Taylor’s  Internet 
play.  He  thought  of  Craig  Dean,  who 
worked  in  the  Bank  of  America’s  private 
equity  group.  The  two  were  members  of  a 
networking  association,  the  Young  Presi¬ 
dent’s  Organization  (Pabrai  is  36  years  old; 
Dean  is  40).  In  May  1999,  they  met  for 
lunch  where  all  of  Chicago’s  traders  eat,  at 
the  Rivers  Restaurant  in  the  Chicago 
Mercantile  Exchange.  Over  mahimahi, 
potato  soup  and  salad,  Pabrai  asked  Dean 
for  his  insights  on  the  banking  industry. 

The  two  men  met  again  in  Pabrai’s  office 
at  TransTech  and  spent  a  few  hours  hashing 
out  the  business  plan  for  the  first  new 
company  Disrupters  would  launch: 
Thebizbank.com,  an  online  bank  that  would 
serve  the  needs  of  small,  local  businesses.  (See 
“After  the  Fall,”  above,  for  a  rundown  on 


how  Digital  Disrupters’  startups  are  faring.) 
Pabrai  asked  Dean  if  he  wanted  to  be  CEO 
of  the  new  bank.  Dean  accepted  and  began 
working  full  time  in  August  1999. 

Meanwhile,  Pabrai  hired  a  strategic  con¬ 
sultant  for  Disrupters  and  recruited  three 
TransTech  employees  who  he  thought  had 
good  business  instincts. 

“The  work  was  very  exciting  and  very 
high  energy,”  says  Pabrai.  “We  were  trying 
to  figure  out  where  to  go  next,  how  to  scale 
and  how  to  hire  a  bunch  of  people.  People 
would  work  until  10  or  11  o’clock  at  night.” 

In  September  1999,  Pabrai  refined  the 


business  plan.  Disrupters  would  make  its 
money  when  the  Internet  company  it  helped 
launch  became  liquid.  In  other  words,  either 
when  the  company  went  public  or  was 
bought  or  acquired.  Given  the  hot  IPO  mar¬ 
ket  and  the  general  e-euphoria  in  the 
autumn  of  1999,  Pabrai  figured  he’d  be  able 
to  get  liquidity  on  these  new  companies 
within  six  months  of  their  inception. 

That  same  month,  now  with  eight 
employees,  Digital  Disrupters  moved  to  the 
third  floor  of  1901  Butterfield  Road,  a 
spacious,  elegant  building  in  the  commercial 
suburb  of  Downers  Grove. 

In  this  swanky  new  office,  with  its  trendy 
furniture,  Disrupters  launched  an  aggressive 
direct-mail  campaign  targeting  the  CEOs  of 
Fortune  1000  companies  with  its  message: 
You  need  to  invest  in  disruptive  innovation, 
and  we’re  just  the  ones  to  help  you. 


Pabrai  and  Long  began  crisscrossing  the 
country,  meeting  with  two  or  three  compa¬ 
nies  every  week,  spreading  Disrupters’ 
gospel  of  disruptive  innovation  and  “driv¬ 
ing  them  through  the  funnel,”  as  Pabrai 
describes  the  process  of  transforming  leads 
into  partners. 

One  such  lead  that  blossomed  into  a 
partnership  was  with  Itasca,  Ill. -based 
insurance  brokerage  Arthur  J.  Gallagher  & 
Co.  Gallagher  was  interested  in  using  the 
Internet  to  find  new  ways  to  sell  insurance 
and  open  new  markets,  according  to 
Michael  Cloherty,  the  company’s  execu¬ 
tive  vice  president.  Disrupters 
and  Gallagher  partnered  to  de¬ 
velop  BigCover.com,  an  online 
insurance  broker  for  small  busi¬ 
nesses.  BigCover.com  launched 
on  April  3,  2000. 

Disrupters  also  set  up  a  part¬ 
nership  with  Appleton  Papers,  a 
paper  manufacturer  based  in 
Appleton,  Wis.,  to  develop  an 
online  exchange,  PaperHub. 

Pabrai’s  team  was  constantly 
coming  up  with  new  ideas  for 
e-businesses,  but  the  company’s 
reserves  were  dwindling.  Even 
with  the  assistance  of  Disrupters’ 
partners,  it  was  taking  an  awful  lot  of  cash 
to  start  and  sustain  these  companies.  It  was 
time  for  Pabrai  to  put  his  business  plan  to 
the  test  and  canvas  the  venture  capital  com¬ 
munity  in  search  of  more  money  to  create 
more  new  e-businesses. 

Nothing  Ventured 

In  March  2000,  Pabrai’s  goal  was  to  raise 
$10  million  in  funding.  He  thought  it 
would  be  easy.  After  all,  he  had  three 
Fortune  1000  companies  backing  his  ideas; 
the  VC  money  was  flowing  (from  January 
1999  to  September  2000,  venture  capital¬ 
ists  had  invested  more  than  $73  billion  in 
4,727  Internet  startups,  according  to  San 
Francisco-based  venture  capital  research 
company  VentureOne  Corp.),  and  startups, 
especially  those  with  funky  and  unusual 
names,  were  still  hot. 


The  dotcoms  that  Digital  Disrupters  started  and  how  they’re  doing  now 

Thebizbank.com  If  it  doesn’t  get  sold,  the  first  company  that  Digital  Disrupters  launched  with  Cole 
Taylor  Bank  will  likely  be  shut  down  because  of  complicated  regulatory  issues  governing  online  banking. 
BigCover.com  Arthur  J.  Gallagher  decided  not  to  go  forward  with  the  venture  after  the  CEO  Digital 
Disrupters  found  for  BigCover.com  had  to  quit  after  back  surgery.  According  to  Michael  Cloherty, 
Gallagher’s  executive  vice  president,  the  dotcom  did  not  further  the  company’s  strategic  goals. 
PaperHub  The  online  exchange  formed  by  Digital  Disrupters  and  Appleton  Papers  has  raised 
$1  million  in  seed  capital  and  is  pursuing  another  $6  million  in  its  first  round  of  pre-IPO  funding.  This 
may  become  Digital  Disrupters’  only  viable  startup  legacy.  -M.  Levinson 
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Pabrai  told  the  “best,  most  talented  people”  he  had  ever 

WORKED  WITH  THAT  THEY  WOULD  BE  PAID  ONLY  THROUGH  THE  END  OF 
THE  DAY  AND  THERE  WOULD  BE  NO  SEVERANCE. 


Indeed,  Pabrai  had  a  lot  of  interest  from 
investors.  Between  February  and  June,  five 
venture  capital  companies  signed  tentative 
agreements  to  back  Digital  Disrupters. 
Things  were  looking  good. 

Then  things  began  going  bad. 

The  Nasdaq  came  to  a  screeching  halt  in 
April  and  again  in  May  as  investors  began  to 
evaluate  the  inflated  valuations  of  tech 
stocks  vis-a-vis  their  actual  performance — 
just  as  Pabrai  was  trying  to  line  up  meetings 
with  investors. 

“A  year  ago,  the  world  was  so  enamored 
of  new  business  models  and  almost  any 
manner  of  new  dotcom  offering.  But  since 
April  [2000],  the  tide  has  been  going  out. 
Investors’  first  response  has  been  to  put  cap¬ 
ital  aside  to  protect  those  entities  that  are 
already  up  and  running  before  they  think  of 
funding  something  new,”  says  Ricci. 

Udayan  Gupta,  editor  of  Done  Deals: 
Venture  Capitalists  Tell  Their  Stories ,  a 
compendium  of  essays  on  the  VC  world, 
says  that  before  the  crash,  entrepreneurs 
didn’t  have  to  translate  their  ideas  into  value 
in  order  to  get  funding.  The  VCs  were  back¬ 
ing  innovation  rather  than  execution.  But 
the  Nasdaq  correction  changed  all  that. 

Gupta  says  VCs  are  being  more  diligent 
about  what  they  put  their  money  into.  And 
that’s  why  they  didn’t  put  it  into  Disrupters. 

“If  VCs  are  not  investing,  it’s  because 
they  aren’t  convinced  there’s  a  way  for  them 
to  achieve  a  certain  kind  of  return,”  says 
Gupta.  “Disrupters  got  hurt  because  peo¬ 
ple  started  scrutinizing  their  investments  a 
lot  more.” 

When  Pabrai’s  plan  came  under  the  VC 
microscope,  investors  had  trouble  under¬ 
standing  what  Digital  Disrupters  was  all 
about.  Was  the  company  an  incubator  or 
accelerator,  like  Andover,  Mass-based  CMGI 
or  Englewood,  Col. -based  ICG?  Or  was 
it  an  e-business  consultancy,  like  San 
Francisco-based  Scient  or  Boston-based 
Viant?  The  truth  is.  Digital  Disrupters’ 
model  contained  elements  of  both. 

It  didn’t  help  that  incubators  and  accel¬ 
erators  fell  way  out  of  favor  after  the 
Nasdaq  nosedive.  ICG  and  CMGI,  Digital 


Disrupters’  closest  public  proxies  on  the 
Nasdaq,  saw  their  shares  topple  from  highs 
of  $165  to  $35  per  share  and  from  $200  to 
$131  per  share,  respectively. 

The  consulting  models  also  took  serious 
beatings.  “[The  consultancies’]  initial  growth 
was  incredible,”  says  Gupta,  “but  when  they 
didn’t  deliver,  and  when  people  started  seeing 
chinks  in  their  armor,  investors  said  that  they 
would  stay  away  from  any  model  that 
looked  like  that.”  And  of  course,  Digital 
Disrupters  did  look  like  that. 

Another  problem  with  Digital  Disrupters’ 
model,  at  least  in  the  eyes  of  investors,  was 
that  it  wasn’t  truly  unique. 

“There’s  nothing  distinctive  about  what 
it  did,”  says  Gupta.  “What  was  it  provid¬ 


ing  that’s  different?  A  consulting  business — 
isn’t  that  what  it  boils  down  to?” 

Ricci,  on  the  other  hand,  believes  that 
what  distinguished  Digital  Disrupters  from 
other  incubators  were  the  services  it  pro¬ 
vided,  the  innovative  thinking.  “The  value 
that  it  was  creating  was  almost  purely  from 
the  intellectual  side,  whereas  many  incuba¬ 
tors  create  value  through  the  expeditious 
delivery  of  real  estate,  legal  services  or 
recruitment  services,”  says  Ricci. 

Further  validating  Pabrai’s  basic  idea 
were  the  partnerships  recently  announced 
between  Accel  Partners,  a  major  Palo  Alto, 
Calif.-based  venture  capital  company,  and 
KKR,  a  giant  New  York  City-based  private 
equity  company,  and  between  Kleiner, 
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Perkins,  Caufield  &  Byers,  Menlo  Park, 
Calif.-based  venture  capitalists,  and  Bain  & 
Co.,  a  Boston-based  management  consul¬ 
tancy.  Like  Digital  Disrupters,  these  alliances 
created  new  e-businesses  through  partner¬ 
ships  with  Fortune  500  companies. 

Even  Gupta  agrees  that  the  idea  of  part¬ 
nering  with  an  existing  brick-and-mortar 
company  was  smart.  “A  strategic  partner¬ 
ship  means  [to  VCs]  that  someone  has 
looked  at  your  product,  that  someone  has 
looked  at  your  strategy  and  that  someone 
has  validated  it,”  he  says. 

But  in  spite  of  the  strength  of  Digital 
Disrupters’  ties  to  Cole  Taylor  Bank,  Arthur 
J.  Gallagher  and  Appleton  Papers — all 
established  companies — other  flaws  besides 


its  lack  of  a  defined  model  made  VCs  wary 
of  Pabrai’s  enterprise. 

Pabrai’s  most  problematic  assumption,  as 
it  turned  out,  was  that  he  would  be  able  to 
take  these  new  companies  public  within  six 
months  of  their  creation  and  would  there¬ 
fore  need  only  about  $500,000  each  to  sus¬ 
tain  them  until  that  happy  day.  But  once  the 


IPO  market  dried  up,  liquidity  became  an 
ever-retreating  mirage.  The  cost  of  keeping 
these  businesses  going  began  to  approach 
$5  million  to  $10  million  each. 

By  the  beginning  of  August,  four  of  the 
five  investors  who  had  signed  term  sheets 
agreeing  to  fund  Digital  Disrupters  had 
pulled  out.  The  only  one  that  remained  was 
One  Liberty. 

Certainly,  investors  had  backed  out 
before  then,  but  Pabrai  says  he  persisted 
because  someone  else  was  always  interested 
and  ready  to  put  up  money. 

“I  thought,  once  this  money  came  in,  we 
would  have  time  to  go  to  another  set  of 
investors  to  get  the  additional  money  we 
needed,”  says  Pabrai.  “I  assumed  the  capital 


was  going  to  come  in,  so  I  executed  full 
blast.  I  shouldn’t  have  done  that.” 

Endgame 

On  the  flight  home  from  Atlanta,  Long 
brooded  over  CheckFree’s  dismissal  of  their 
proposal  while  Pabrai  pondered  the  fate  of 
his  company. 


By  the  time  he  got  home,  he  had  made 
up  his  mind.  Fie  drafted  a  letter  to  his  share¬ 
holders  and  to  The  May  Report,  an  online 
bulletin  featuring  news  about  Chicago’s 
technology  sector.  After  1 1  months,  Digital 
Disrupters  was  shutting  down. 

On  Friday,  Aug.  18,  Pabrai  held  his  last 
staff  meeting  at  Digital  Disrupters.  He 
explained  to  his  20  employees  the  core  flaw 
in  his  business  model:  The  new  companies 
needed  a  lot  more  money  to  start  than  he  had 
thought.  Digital  Disrupters,  he  said,  had  only 
$600,000  in  cash  left — not  enough  to  sustain 
itself  for  another  week.  Not  enough  for  even 
another  day.  Effective  immediately,  the  com¬ 
pany  was  closing  down.  He  told  “the  best, 
most  talented  group  of  people”  he  had  ever 
worked  with  that  they  would  be  paid  only 
through  the  end  of  the  day.  There  would  be 
no  severance.  Then  he  apologized. 

And  that  was  that. 

Pabrai  says  he  was  extremely  disap¬ 
pointed  and  depressed.  He  felt  like  a  fail¬ 
ure.  He  felt  badly  for  his  staff.  He  felt  that 
he  had  “taken  their  stability  away.”  He 
posted  their  resumes  online,  connected 
them  with  headhunters  and  let  them  use 
the  offices  at  Digital  Disrupters  to  make 
phone  calls  and  type  up  their  resumes  and 
cover  letters. 

Pabrai  turned  to  the  Young  Presidents 
Organization  for  advice.  The  members 
encouraged  him  to  play  to  his  strength.  So 
these  days,  Pabrai  is  working  out  of  Digital 
Disrupters’  old  offices  on  Butterfield  Road 
doing  what  he  loves  most:  investing. 

Through  the  Pabrai  Investment  Funds 
(www.pabraifunds.com),  he  is  working  hard 
to  become  a  billionaire  by  the  time  he’s  60 
(he’s  already  worth  north  of  $10  million) 
and  make  his  clients  equally  rich.  He  has  22 
clients  and  manages  more  than  $5  million 
in  assets. 

Asked  if  he’d  invest  his  or  his  client’s 
money  in  Internet  startups,  Pabrai  says, 
“Never.  It’s  a  gamble,  and  I  don’t  want  to 
gamble.”  HQ 


Senior  Writer  Meridith  Levinson  can  be  reached  at 
mlevinson@cio.com. 


Asked  if  he'd  ever  invest  his  or  his  client’s  money  in 
Internet  startups,  Pabrai  says,  “Never.” 
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Q&A  I  Robert  Reich 


Economic  changes  have  padded  our  pockets,  but  they’ve 
also  sped  up  our  lives.  Former  Secretary  of  Labor  Robert 
Reich  offers  ways  we  can  protect  ourselves  from  having... 


ROBERT  REICH  USED  TO  LIVE  TO  WORK. 

As  President  Clinton's  secretary  of  labor  and  a  key 
member  of  his  first-term  Cabinet,  Reich  frequently 
(and  gladly)  put  in  18-hour  days.  But  one  morning 
when  he  went  to  kiss  his  youngest  son  goodbye,  it  sud¬ 
denly  dawned  on  him  how  much  of  life  he  was  miss¬ 
ing.  Like  so  many  other  high-flying  achievers  today, 
Reich  no  longer  had  time  for  anything  that  didn’t  have 
to  do  with  work. 

That  epiphany  not  only  prompted  a  complete 
career  change  on  Reich’s  part— he  left  Washington 
in  January  1997  and  became  a  professor  of  economic 
and  social  policy  at  Brandeis  University  in  Waltham, 
Mass.— but  it  started  him  thinking  about  how  many 
other  people  were  in  the  same  boat.  And  that  led  him 


BY  ALISON  BASS 


to  a  larger  truth:  The  dizzying  pace  of  economic 
change  is  not  only  compromising  the  quality  of  our 
lives,  but  it  also  may  be  hurting  us  as  a  society.  If  left 
unchecked,  it  could  spawn  a  backlash  against  the 
very  pillars  of  economic  growth:  globalization  and  free 
trade.  That  realization  inspired  Reich’s  latest  book, 
The  Future  of  Success,  published  in  January  2001  by 
Alfred  A.  Knopf. 

One  drizzly  afternoon  last  fall,  Reich  sat  in  the  par¬ 
lor  of  his  sprawling  but  understated  home  near 
Harvard  Square  in  Cambridge,  Mass.,  and  talked  about 
the  price  he  and  many  other  Americans  are  paying 
for  their  affluence  as  well  as  what  we,  collectively  and 
as  individuals,  can  do  to  make  our  lives  more  sane. 
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From  his  perspective  as  a  professor 
at  Brandeis  University,  former  policy 
maker  Robert  Reich  looks  at  how  the 
world  is  responding  to  the  challenges 
of  the  new  economy. 


Q&A 


Robert  Reich 


“THE  GREAT  IRONY  IS  THAT  THE  MORE  MONEY 
THE  MORE  PRESSURE  YOU  ARE  UNDER  AND 
FRENZIED  YOUR  LIVES  ARE.” 


YOU  EARN, 
THE  MORE 

-ROBERT  REICH 


CIO:  We  know  all  about  the  fruits  of  the  economic  boom:  the  fab¬ 
ulous  deals,  the  good  salaries,  the  wonderful  perks,  especially 
if  you’re  a  coveted  IT  professional.  But  what  do  you  see  as  the 
downside  of  the  new  economy? 

Reich:  In  the  new  economy,  there  is  more  choice  than  ever  for 
consumers,  and  it’s  never  been  easier  to  switch  products  and 
brands.  But  that  means  that  all  the  producers  and  sellers  have 
to  hustle  harder  to  keep  every  consumer  and  attract  new  ones. 
But  who  are  the  sellers  and  producers?  It  turns  out  they  are 
us  too.  We  are  the  ones  who  have  to  hustle  harder  to  do  it 
better,  faster,  cheaper  than  our  competitors.  Competition  is 
more  intense  than  ever,  and  people  are  feeling  that  in  their 
daily  lives.  Data  shows  that  most  Americans  are  putting  in 
many  more  hours  than  before,  and  that’s  especially  true  of 
people  who  are  at  managerial  and  professional  levels.  The 
great  irony  is  that  the  more  money  you  earn,  the  more  pressure 
you  are  under  and  the  more  frenzied  your  lives  are. 

Is  the  bogeyman  here  corporate  America? 

Many  people  take  it  out  on  corporations.  But  in  truth,  com¬ 
panies  are  simply  responding  to  this  new  competitive  environ¬ 
ment  in  which  they  have  to  continually  innovate  toward 
cheaper  and  better  products  and  services — and  do  it  faster 
than  anyone  else  or  they  are  going  to  be  out  of  business.  The 
new  economy  is  also  pushing  companies  to  reduce  all  routine 
costs,  including  the  cost  of  routine  labor.  So  if  you  can  do  the 


same  thing  more  cheaply  by  relying  on  a  subcontractor  or  a 
robot  or  a  foreign  company,  then  you’ll  do  so.  But  at  the  same 
time  that  companies  are  competing  ever  more  fiercely  to  get 
“talent” — the  new  creative  workers  of  the  economy — and  pay¬ 
ing  more  and  more  for  them,  they’re  reducing  the  cost  of  rou¬ 
tine  labor.  You  don’t  have  to  be  a  rocket  scientist  to  see  that 
inequality  will  follow. 


So  what  do  we  do  about  all  this,  given  that  it  might  be  impos¬ 
sible  to  slow  down  the  economic  juggernaut? 

First  of  all,  people  have  to  make  hard  choices — as  individuals, 
about  what  they  are  willing  to  give  up  in  order  to  slow  down 
their  lives.  But  they  must  understand  that  the  challenge  of 
slowing  down  is  more  formidable  today  than  it  was  years  ago. 
And  there  is  more  to  it  than  individual  choice.  We  have  some 
very  large  social  decisions  to  make  about  the  kind  of  culture 
we  want  to  come  out  of  this  new  economy.  To  give  you  one 
example,  in  the  old  industrial  economy,  we  came  up  with 
something  called  unemployment  insurance  to  tide  people  over 
during  dips  in  the  business  cycle.  But  now,  the  greatest  threat  to 
income  security  is  not  periodic  recession  and  layoffs.  It’s  sud¬ 
den  changes  in  the  economy  that  may  cause  people  to  be  laid 
off  for  good  or  make  their  skills  obsolete.  So  what  we  need 
instead  of  unemployment  insurance  is  earning  insurance  that 
would  tide  somebody  over  for  a  couple  of  months.  The  insur¬ 
ance  would  offer  half  of  the  difference  between  the  old  higher 
salary  and  the  new  lower  salary  that  the  person  might  receive 
at  another  job,  to  give  them  a  chance  to  change  their  skills, 
locations,  even  livelihoods. 

What’s  something  else  we  can  do  to  buffer  people  against  the 
whiplash  of  economic  change? 

Often  these  days,  entire  communities  are  buffeted  by  economic 
change.  They  lose  major  employers,  the  tax  base  starts  erod¬ 
ing,  imports  take  away  their 
major  businesses.  We  need  a 
form  of  what  might  be  called 
“community  insurance.”  We 
don’t  want  to  stop  capital 
from  moving  rapidly  around 
the  globe;  that  would  shoot  us 
all  in  the  foot.  But  if  we’re 
going  to  avoid  a  backlash 
against  globalization  and  the  free  movement  of  capital,  we’ve 
got  to  make  sure  that  communities  don’t  bear  the  full  brunt  of 
sudden  change.  To  pay  for  such  insurance,  we  could  enact  a 
very,  very  tiny  transaction  fee  on  the  movement  of  capital — 
maybe  one-half  or  even  one-tenth  of  I  percent.  That  would 
go  directly  into  an  insurance  fund  that  would  be  available  for 
communities  that  lost  15  percent  of  their  economic  base  in  a 
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hATA  CENTER , 

ZHT  RING  A  BELL. 


Dell  Service  Provider  Direct. 


For  Web-hosting  companies, 
ASPs  and  ISPs,  expertise  brings 
your  customers  in  -  but  it's  often 
reliability  that  keeps  them.  Dell 
Service  Provider  Direct  is  here  to 
offer  you  the  best  of  both  worlds. 
Our  experts  will  work  with  you 
to  implement  and  support  the 
server  technology  you  need  for 
maximum  uptime.  And  because 
we  build  the  products  our  cus¬ 
tomers,  and  yours,  can  rely  on 
time  after  time,  we've  become 
the  *2  supplier  of  standard 
Intel®  architecture  servers  in  the 
U.S.  and  worldwide* 


Reliable  Dell  solutions,  like 
those  used  by  Yahoo!9  Broadcast 
Services  and  backed  by  a  Dell 
PowerEdge" 6450  rack-optimized 
enterprise  server,  featuring  up 
to  four  Intel ®  Pentium ®  III  Xeon ” 
processors  700  MHz,  can  be  a 
time-proven  investment  for  high- 
performance  data  centers. 


Apply  for  Service  Provider 
Direct  membership  today: 
www.dell.com/spd/apply 
888. 532.  DELL 
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Q&A  |  Robert  Reich 


“THE  LUDDITES  MAY  RISE  UP  AND  TRY  TO  STOP 
TECHNOLOGICAL  CHANGE.  DON’T  ASSUME  THEY  CAN’T.” 


given  year  for  such  things  as  retraining,  reallocating,  infrastruc¬ 
ture,  or  attracting  and  incubating  new  businesses. 

Also,  many  families  are  spending  a  lot  of  money  on  child 
care  because  both  parents  work.  It’s  high  time  we  understood 
that  child  care  is,  in  effect,  a  cost  of  doing  business.  Businesses 
should  be  encouraged — perhaps  required — to  offer  parents 
flexible  time  to  do  their  work  and  paid  leave  to  care  for  a 
young  child  or  an  elderly  relative  in  need.  Any  parent  who 


decides  to  remain  at  home  with  a  child  under  the  age  of  3 
should  be  eligible  for  financial  support  equal  to  half  the  nation’s 
median  income.  Such  support  could  come  in  the  form  of 
refundable  tax  credits. 

You  can  find  a  long  list  of  examples  in  my  book.  The  point 
is  to  find  ways  to  ease  the  transition  of  people  through  changes 
that  are  the  hallmark  of  the  new  economy  so  that  they  can 
lead  more  humane  lives.  You  see,  that’s  the  real  issue  here.  As 
consumers  and  investors,  we’ve  got  it  made.  But  the  truth  is 
we’re  not  just  consumers  and  investors;  we  are  also  working 
people.  We  have  families,  relationships  and  connections  to 
loved  ones.  We  have  friends.  These  other  roles  deserve  and 
require  at  least  as  much  attention  as  our  role  as  workers.  We’ve 
got  to  organize  ourselves  so  that  the  new  economy  works  for 
us.  We  don’t  have  to  be  slaves  to  technological  trends. 

That  all  sounds  great.  But  given  how  overworked  many 
Americans  are,  how  will  we  as  a  nation  have  the  will  to  effect 
these  kind  of  changes? 

Oh,  I’m  very  optimistic  about  our  capacity  for  change.  And 
I’ve  lived  half  my  life  in  the  public  sector.  You  would  think  I 
would  be  more  cynical.  But  I  have  only  to  look  at  the  history  of 
this  country  to  see  how  resilient  we  are — look  at  the  early 
days  of  industrialization,  for  example.  Americans  in  the  late 
1800s  and  the  beginning  of  the  20th  century  faced  a  huge 
challenge,  of  a  newly  industrialized  economy  that  featured 


-ROBERT  REICH 

factory  work.  And  suddenly,  we  had  to  deal  with  issues  like 
child  labor,  sweatshops,  worker  safety  and  the  lack  of  social 
insurance  when  a  breadwinner  suddenly  died,  because  we  were 
no  longer  in  communities  that  could  take  care  of  us.  The  gap 
between  the  rich  and  the  poor  was  widening;  we  had  very  large 
numbers  of  new  immigrants.  The  parallels  between  that  era 
and  this  one  are  very  striking.  For  example,  100  years  ago 
people  muttered  that  it  would  be  impossible  to  get  this  coun¬ 
try  to  change  its  ways;  poli¬ 
tics  was  in  the  hands  of  spe¬ 
cial  interests,  people  were  very 
cynical  about  government. 
And  yet  somehow,  we  got  on 
with  what  needed  to  be  done. 
We  passed  laws  barring  child 
labor,  providing  safe  work¬ 
places,  creating  social  insur¬ 
ance.  We  cleaned  up  our  tenements,  and  we  created  an  edu¬ 
cational  system  that  extended  from  kindergarten  through  12th 
grade.  We  did  a  huge  number  of  things  to  adapt  ourselves  to 
the  industrial  order,  and  we  can  do  the  same  thing  again. 

And  what  happens  if  we  don’t? 

Frankly,  I  don’t  see  us  going  in  the  same  direction  we’re  going 
without  some  sort  of  upheaval.  For  example,  there’s  already  a 
backlash  brewing  against  globalization.  We  saw  just  the  tip  of 
that  iceberg  in  Seattle  last  year.  According  to  polls,  a  majority  of 
Americans  say  they  think  free  trade  is  bad  for  America.  If  we 
don’t  respond  to  people’s  concerns,  we  could  have  a  backlash  in 
which  many  of  the  fruits  of  economic  dynamism  are  lost  to 
us.  The  Luddites  may  rise  up  and  try  to  stop  technological 
change.  Don’t  assume  they  can’t.  Periodically  in  history  we’ve 
had  fundamentalist  uprisings  in  which  civilization  has  been 
shoved  backward  in  time.  So  it’s  in  the  interests  of  corpora¬ 
tions  and  people  at  the  top  to  ease  the  transitions  of  workers 
into  this  new  economy.  I  think  once  people  understand  why 
we  are  in  the  predicament  we  are  in — and  that’s  why  I’ve  writ¬ 
ten  this  book — they’ll  do  something  about  it.  When  Ameri¬ 
cans  understand  the  nature  of  a  problem,  we  tend  to  roll  up  our 
sleeves  and  get  on  with  whatever  has  to  be  done.  WEI 


How  do  you  measure  the  price  of  success?  Tell  Senior  Editor  Alison  Bass 
at  abass@cio.com. 
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WORLD  —  reshaped  by  the  Internet,  e-commerce,  global  mergers 
and  alliances.  Radical  change  has  caused  continual 
shifts  in  an  already  complex  IT  environment,  and  traditional  boundaries  continue 
to  be  redrawn  or  virtually  erased  —  between  countries;  between  cultures;  between 
companies  and  their  customers,  partners  and  competitors;  between  IT  and  the  rest 
of  the  organization.  Envision  what’s  next  —  and  prepare  for  it. 


SiteSmith 

Symantec  Corporation 


■  ENROLL  NOW  —  See  the  full  agenda  and  use  the  online  form  at  our 
Web  site  www.cio.com/conferences,  or  call  our  hotline  at  800  366-0246. 


VENUE—  The  Boca  Raton 
Resort  &  Club  in  Florida, 
cloistered  on  356  acres 
in  fabled  Palm  Beach 
county,  is  a  welcoming 
venue  for  our  CIO 
Perspectives  community. 
Spend  some  extra  time 
before  or  after  the  confer¬ 
ence,  bring  the  family  - 
but  make  your  reserva¬ 
tions  now  because  space 
is  limited  and  it’s  prime 
vacation  time!  Call  the 
resort  at  561  447-3000, 
and  don’t  forget  to  men¬ 
tion  you’ll  be  attending 
CIO  Perspectives  to  get 
our  special  rate. 


..the  forces 


shaping  this  dynamic  environ¬ 
ment  and  examine  the  resulting  intersection  of  IT  with  a  whole  new 
host  of  legal,  ethical,  cultural,  human  resource,  and  business  issues. 


We’ll  look  at  how  the  near  and  long-term 
future  of  technology  will  only  accelerate 
that  process.  We’ll  explore  how  we  can  use 
technology  to  level  the  playing  field  when 
different  countries,  cultures  and  personnel 
are  involved  in  selling  and  supporting  prod¬ 
ucts  and  services.  We’ll  examine  how  new 
technologies  are  blurring  the  line  between 
our  work  and  personal  lives  -  and  what  that 
means  for  us  as  employees  and  employers. 
And,  because  hackers  and  cyber  terrorists 
recognize  no  boundaries,  we’ll  look  at  what 
we  can  and  should  be  doing  to  protect  our 
systems,  critical  information  -  even  our 
organizations’  brands  and  good  names. 

In  this  turbulent  new  world,  where  irrel¬ 
evancy  may  be  a  bigger  risk  than  inefficien¬ 
cy,  we’ll  need  to  continuously  re-evaluate 
and  reinvent  -  maybe  even  get  revolutionary. 
And  who  better  to  lead  the  revolution  than 
Gary  Hamel,  the  man  The  Economist  calls 
“the  world’s  reigning  strategy  guru.”  Hamel 
will  help  us  cross  the  boundaries  between 
old  and  new  ways  of  thinking  about  strategy 


innovation,  wealth  creation,  and  the  very 
process  of  continuous  re-invention.  He’ll 
deliver  Tuesday  afternoon’s  keynote  address, 
and  will  be  on  hand  afterwards  during  a  net¬ 
working  reception.  Conference  participants 
will  receive  a  signed  copy  of  Hamel’s  newest 
book,  appropriately  titled  Leading  The 
Revolution,  which  recently  headed 
Amazon.com’s  chart  of  top  business  tomes. 

Also  joining  us  will  be  author  Joanne 
Ciulla,  whose  new  book,  The  Working 
Life:  The  Promise  and  Betrayal  of  Modern 
Work,  Warren  Bennis  calls  “a  serious  and 
thoughtful  book,  a  book  I’ve  been  waiting 
for  for  a  long  time.” 

Our  continuing  series  of  dialogues  with 
The  US  Department  of  Commerce’s  Critical 
Infrastructure  Assurance  Office  (CIAO) 
will  explore  what  business  leaders,  CIOs, 
and  government  agencies  can  and  should  be 
doing  to  protect  ourselves. 

A  panel  of  international  emerging  mar¬ 
ket  CIOs,  in  conjunction  with  the  Global 
IT  Knowledge  Forum,  will  discuss  how  we 
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can  work  together  to  lessen  the  digital 
divide  between  the  technological  have  and 
have-nots, 

CIO  Magazine’s  Venture  OnStage  session 
will  once  again  bring  five  visionaries  to  talk 
about  what  their  new  technologies,  prod¬ 
ucts  or  services  can  do  for  CIOs. 
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Networking  and  just  plain  fun  are  de  rigeur 
at  CIO  Perspectives.  Tee  off  Sunday  morn¬ 
ing  at  the  Leaderboard  Classic  Golf 
Tournament.  Network  Sunday  night  at  the 
Welcome  Reception,  and  then  laugh  ‘til  you 
hurt  at  Evening  at  the  Improv,  hosted  by 
Information  Builders.  More  activities  will 
be  scheduled  throughout  the  event,  capped 
off  Tuesday  night  by  the  CIO  Dinner. 
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Mike  Ragunas 
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HOTEL  ACCOMMODATIONS 

We  urge  you  to  make  your  reservations  early  by  calling  the  hotel  at 
561-447-3000  and  identifying  yourself  as  part  of  the  CIO  conference  to 
receive  the  conference  rate.  CIO  will  make  hotel  reservations  for  govern¬ 
ment/military  participants  only.  Be  sure  to  guarantee  your  room  with  a 
credit  card,  as  all  unreserved  or  unguaranteed  rooms  will  be  released  on 
March  23,  2001.  Hotel  reservations,  cancellations  and  charges  are  your 
responsibility.  If  a  CIO  conference  Enrollment  Form  is  not  received  within 
48  hours  of  making  your  hotel  reservation,  your  room  will  be  released 
from  the  CIO  room  block. 


If  this  is  your  first  CIO  conference, 
your  business  card  is  required 
to  process  your  registration. 
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ENROLLMENT  FEES: 

□  IS  PRACTITIONER/EXECUTIVE  =  $2,480 

This  fee  applies  if  you  are  a  CIO,  IS  executive  or  hold  another 
executive  position  other  than  those  listed  below. 

□  GOVERNMENT/MILITARY  =  $2,900 

This  fee  includes  your  hotel  for  three  nights.  Do  not  make  your  ho 
reservations,  CIO  will  make  them  for  you. 

Arrival  Date _  Departure  date _ 

□  SALES/MARKETING/CONSULTING  =  $10,000 

This  fee  applies  if  you  hold  a  sales,  marketing,  new  business  devel 
ment  or  consulting  position,  including  executive  management  of  IT 
vendor  and  consulting  companies.  This  fee  is  payable  by  company 
check  only.  CIO  will  make  the  final  determination  of  this  category. 

□  COMPANION  PROGRAM  =  $350 

Companions  must  be  enrolled  in  this  program  to  attend  any 
conference-related  functions  including  all  scheduled  meals, 
receptions,  entertainment,  companion  breakfast,  and  planned 
companion  activities.  Conference  session  attendance  is  not  include 


ENROLLMENT  FEES 

All  enrollment  fees  must  be  paid  in  advance  of  the  meeting.  Fee  includes 
conference  sessions,  business  briefings,  Corporate  Host  displays,  confer¬ 
ence  materials  and  scheduled  meals,  receptions  and  entertainment. 
Transportation,  hotel  and  recreation  are  your  responsibility.  Please  note 
that  submission  of  this  enrollment  form  to  CIO  obligates  the  attendee/ 
sender  for  the  enrollment  fee. 

CANCELLATION 

All  cancellations  or  substitutions  must  be  made  in  writing.  You  may 

cancel  your  conference  or  companion  enrollment  up  to  March  23,  2001 
without  penalty.  A  $300  administration  fee  will  be  imposed  for  cancella¬ 
tions  between  March  24  -  April  6,  2001.  No  refund  or  credit  will  be  given 
for  cancellations  after  April  6,  2001  or  for  no  shows.  You  may  send  a 
substitute  in  your  place.  CIO  reserves  the  right  to  decline  enrollment  to 
any  registrant. 


PAYMENT 

□  Check  enclosed  Executive  Programs,  CXO  Media,  Inc.,  D3620, 

Boston,  MA  02241-3620. 
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or  FAX  us  at  508  879-7720. 
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in-no  -vate  (in' 9  vat)  vi. 

to  Start  or  introduce  new 
methods,  ideas,  devices,  etc.; 

to  be  creative 


Organizations  that  pursue  the  new  and  do  it 
well  are  driving  the  next  economy  bus.  If 
your  company  is  among  that  group,  inno¬ 
vating  in  products  and  services,  business 
processes,  or  relationships  with  partners 
and  clients,  we  invite  you  to  apply  for  this 

year’s  CIO-lOO  Award. 


Winners  will  be  honored  M  the  annual 
CIO-lOO  Symposium  in  San  Diego  in 
August  and  will  be  featured  in  the 
August  15,  2001,  issue  of  CIO. 


Applications  online:  January  2,  2001,  at 
www.cio.com/ciolOO 
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English  to  You;  Greek  to  Them 

Globalization  boosts  the  demand  for  multilingual  sites  by  John  edwards 


Edited  by  Christopher 
Lindquist.  Send  your 
thoughts  and  ideas 
for  future  columns  to 
et@cio.com. 


CARDINAL  GIUSEPPE  Mezzofanti  (1774- 
1849)  was  possibly  the  most  multilingual  person 
in  history.  The  remarkable  cardinal,  once  the 
head  of  the  Vatican  library,  reportedly  could 
speak  some  50  languages  fluently. 

The  United  Parcel  Service  (UPS)  of  America 


isn’t  close  to  challenging  Mezzofanti’s  impressive 
record,  but  the  Atlanta-based  company  is  work¬ 
ing  on  it.  UPS,  which  delivers  more  than  13  mil¬ 
lion  packages  daily  in  more  than  200  countries, 
operates  localized  websites  that  support  19  vari¬ 
ations  of  12  languages. 


multilingual  sites. ..imaging.. .ASPs. ..faster  fiber 
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,-s: 


Your  business  is  exciting  enough — you  don't  need  the  adrenaline  rush  of  wondering  if  your  business-to-business 
Web  sites  and  corporate  portals  all  have  timely,  accurate  information.  Or  if  everyone  will  be  able  to  get  the 
information  they  need,  when  they  need  it. 

With  Xpedio’M  Content  Management  from  IntraNet  Solutions,  you  can  publish  business  content  from  any 
data  source  to  the  Web,  automatically.  Your  users  can  access  personalized,  secure  content  from  any  Web 
client — including  mobile  and  wireless  devices.  And  you'll  deploy  in  days,  rather  than  months.  It's  why  more 
than  1,250  companies  and  350  partners  rely  on  IntraNet  Solutions'  products  to  make  managing  Web  business 
content  so  routine  it's  a  bit...  well,  boring. 


www.intranetsolutions.com 

Nasdaq:  INRS 


IntraNet 

SOLUTIONS 

Business  Content  Management™ 
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Site  management  has  been  the  biggest 
woe  for  UPS’s  multilingual  initiative. 


UPS  realized  more  than  four  years  ago 
that  people  tend  to  be  most  comfortable 
viewing  websites  that  use  their  own  lan¬ 
guage.  “Local  language  support  is  a  cour¬ 
tesy  that  increases  trust  in  your  company 
while  encouraging  repeated  and  longer  site 
visits,”  says  Rakesh  Sapra,  UPS’s  director 
of  interactive  marketing. 

The  company  isn’t  alone  in  realizing  that 
the  Internet  requires  global  language 
support.  Thirty-seven  percent  of  websites 
operated  by  Fortune  100  companies  incor¬ 
porate  a  language  other  than  English, 
according  to  Cambridge,  Mass.-based  For¬ 
rester  Research.  Yet,  surprisingly,  that 
figure  hasn’t  budged  much  since  1998, 
when  32  percent  of  the  companies  For¬ 
rester  surveyed  offered  multilingual  sites. 

Why  the  stall?  Forrester,  like  other  ob¬ 
servers,  blames  the  lack  of  progress  on  a 
combination  of  management,  technical 
and  cultural  difficulties.  According  to 
Marc  Liggio,  vice  president  of  Allied 
Business  Intelligence,  a  technology  re¬ 
search  company  in  Oyster  Bay,  N.Y., 
these  problems  aren’t  likely  to  disappear 
anytime  soon.  “In  the  meantime,  com¬ 
panies  will  have  to  work  hard  to  ensure  a 
successful  multilingual  effort,”  he  says. 

Easier  Said  Than  Read 

For  UPS,  assembling  a  multilingual  web¬ 
site  has  been  an  incremental  process.  The 
company  launched  its  first,  English-only 
site  in  1995  and  added  European  lan¬ 
guages  the  following  year.  Additional  lan¬ 
guages  arrived  in  stages  during  the  next 
few  years.  This  past  fall,  the  company  also 
added  several  Asian  languages. 

Site  management  has  been  the  biggest 
woe  for  UPS’s  multilingual  initiative.  “Lots 
of  planning  is  necessary  to  make  a  multi¬ 
lingual  site  successful,  everything  from 
deciding  who  creates  the  content  to  what 
software  to  use  to  how  the  site  will  look,” 


says  Sapra.  Like  many  companies  with 
multilingual  websites,  UPS  relies  on  local 
personnel  to  provide  content  that’s  tailored 
to  the  needs  of  regional  customers  and 
business  partners.  “The  people  located  in 
the  country  itself  are  the  ones  most  able 
to  deliver  the  quality  we  need,”  he  says. 

While  ceding  control  of  site  content  and 
design  to  local  offices  helps  to  ensure  a 
competent  reflection  of  indigenous  business 
practices  and  personal  customs,  the  ap¬ 
proach  is  not  without  peril.  Companies  can 
find  themselves  losing  control  of  their  inter¬ 
national  Web  presence  as  language  barri¬ 
ers  prevent  central  office  managers  from 
effectively  monitoring  local  sites.  Yet  with¬ 
out  local  involvement,  a  company’s  multi¬ 
lingual  efforts  will  likely  fail,  since  central 
office  workers  typically  lack  the  in-depth 
knowledge  that  makes  a  local  site  an 
authentic  and  useful  experience. 

Novell,  which  supports  local  websites 
spanning  more  than  20  languages,  is  at¬ 
tempting  to  position  itself  squarely  in  the 
middle  of  the  central  versus  local  debate. 
The  company  has  created  a  cooperative 
Web  development  atmosphere  among  Web 
managers  at  its  San  Jose,  Calif.,  headquar¬ 
ters  and  its  various  local  offices.  At  the 
heart  of  its  strategy  is  a  standard  Web  tem¬ 
plate  that  incorporates  recommended  con¬ 
tent  for  each  site,  regardless  of  language. 
“The  idea  is  to  make  content  a  shared  deci¬ 
sion  between  Novell  and  the  in-country  re¬ 
sources,”  says  David  Butcher,  Novell’s  glo¬ 
bal  website  director.  “We  know  that  some 
press  releases,  for  example,  aren’t  applicable 
to  all  countries  and  therefore  don’t  need 
to  be  translated  and  posted  on  every  site.” 

More  Problems 

Software  issues  have  emerged  as  another 
major  stumbling  block  in  the  development 
of  multilingual  websites.  While  many  pro¬ 
grams  have  no  problem  supporting  English 


Technology 


new 

products 


Wire  Free 

Adding  its  name  to  the  slew 
of  802.11-compatible  wireless 
LAN  product  vendors,  Zoom 
Telephonies  has  begun  shipping 
its  ZoomAir  line  of  wireless  access 


point  software  as  well  as  desktop 
and  notebook  adapter  options.  The 
product  line  supports  a  maximum 
data  rate  of  11Mbps  (actual  rates 
depend  on  distance,  interference 
and  other  factors).  The  access 
point  software  lets  users  attach 
wireless  networks  to  existing  wired 
networks  by  turning  a  PC  with  a 
ZoomAir  adapter  card  into  an 
access  point  without  requiring 
additional  hardware.  The  products 
support  both  40-  and  128-bit 
Wireless  Equivalent  Privacy 
encryption.  A  stand-alone  hard¬ 
ware  access  point  should  be  avail¬ 
able  shortly.  Pricing  for  the  line 
varies  by  product  type.  For  more 
information,  visit  www.zoom.com 
or  call  617  423-1072. 


Light  Reader 

SmartDisk  Corp.  has  unveiled  a 
Universal  Serial  Bus  (USB)  flash 
memory  reader  that  supports 
both  SmartMedia  and 
CompactFlash  formats.  Smart- 
Disk  Dual  Media  Reader  reads 
and  writes  both  kinds  of  portable 
memory  and  will  also  work  with 
IBM  MicroDrive  cards,  allowing 
you  to  transfer  data  from  a  vari¬ 
ety  of  portable  devices  such  as 
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Think  of  it  as  a  symbol  for  excellence. 


SLT 


Listed 


THE  NEWVORK  STOCK  EXCHANGE* 


Silverline  Technologies  Ltd.  is  a  highly  qualified,  global  software 
solutions  provider.  Our  symbols  of  excellence  include  an  ISO  9001 
rating,  SEI-CMM  Level  4  certification,  and  our  listing  on  the  New  York 
Stock  Exchange  (NYSE:  SLT).  Add  to  that  our  pool  of  over  1,500 
softw  are  professionals,  and  you  can  see  we’re  fully  prepared  for 
the  coining  explosion  in  application  development  and  integration. 

In  fact,  by  2003  the  IT  industry  will  grow  to  a  $185.5  billion  business. 
eBusiness  professional  services  will  bring  in  $78.5  billion  and  Customer 
Relationship  Management  (CRM)  spending  alone  is  estimated  to  reach 
$90  billion.  Those  who  commit  now  to  a  qualified  IT  partner,  and 
a  well-planned  strategy,  will  maintain  their  competitive  edge. 

Those  who  w  ait  may  pay  dearly. 

Find  out  how  Silverline’s  expertise  and  broad  range  of  services  can 
support  your  eBusiness,  Customer  Relationship  Management,  eLegacy, 
or  Application  Maintenance  and  Development  Outsourcing  efforts. 

Call  (800)  297-4583. 

Delivering  SOLUTIONS  WITHOUT  BOUNDARIES 


Core  Services  and  Verticals 


Silverline* 

Technologies 

www.silverline.com 
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and  other  Western  European  languages, 
few  products  will  accommodate  English, 
Cyrillic,  Arabic  and  Hebrew  characters. 
Multilingual  development  tools  that  ac¬ 
commodate  both  English  and  Asian  lan¬ 
guages,  which  can  contain  up  to  6,000 
characters,  are  particularly  scarce. 

Several  vendors  aim  to  help  businesses 
that  are  tackling  site  globalization  and  lan¬ 
guage  translation.  Idiom  Technologies  in 
Waltham,  Mass.,  and  GlobalSight  in  San 


- -|  Emerging 

multilingual  site  a  tricky  proposition.  To 
cope  with  various  dialects,  eHealth  Latin 
America  has  developed  its  own  generic 
language.  “After  a  bit  of  heated  discus¬ 
sion,  we  decided  to  standardize  a  ver¬ 
sion  of  Spanish  and  instructed  our  writ¬ 
ers  to  steer  clear  of  colloquialisms,”  says 
Laura  Gill,  COO  of  Silver  Springs,  Md.- 
based  medical  information  content  pro¬ 
vider  eHealth,  which  serves  users  from 
Mexico  to  the  tip  of  South  America.  “So 


Outsourcing  is  hardly  a  panacea,  since 
translation  services  tend  to  be  expensive, 
quality-challenged  operations  that  can 
take  a  long  time  to  deliver  text. 


Jose,  Calif.,  both  offer  globalization  serv¬ 
ices  and  consulting.  Idiom’s  WorldServer 
product  can  synchronize  international 
webpages  and  help  translators  and  editors 
convert  or  adapt  Web  resources  for  local 
sites.  Montreal’s  Alis  Technologies  offers 
globalization  services  and  software  for 
more  than  90  languages.  And  Salt  Lake 
City-based  Alpnet  has  positioned  itself  as  a 
specialist  in  cultural  issues  and  multilingual 
content  management.  Lotus  Development 
Corp.  in  Cambridge,  Mass.,  meanwhile, 
provides  Domino  Global  Workbench,  a 
toolkit  for  developers  creating  multiligual 
Web  applications. 

Language  and  cultural  differences  also 
complicate  the  creation  of  multilingual 
websites.  Different  colors,  icons  and  ges¬ 
tures  have  different  meanings  in  various 
cultures  while  a  pointed  index  finger  to 
most  Americans  and  Europeans  means 
“look  here,”  in  some  other  cultures,  how¬ 
ever,  the  signal  signifies  “up  yours.”  “You 
can  get  into  trouble  just  by  simply  trans¬ 
lating  an  English  site  into  another  lan¬ 
guage,”  says  UPS’s  Sapra.  “You  have  to 
look  at  the  whole  picture,  including  the 
site’s  context,  layout  and  graphics.” 

Dialects  can  also  make  operating  a 


far,  it’s  worked  very  well.” 

Companies  with  offices  spread  around 
the  globe  can  usually  rely  on  their  own 
workers  to  translate  English  documents  into 
local  languages.  But  organizations  with  no 
overseas  branches  typically  outsource  some 
or  all  of  their  translation  work.  Yet  out¬ 
sourcing  is  hardly  a  panacea,  since  transla¬ 
tion  services  tend  to  be  expensive,  quality- 
challenged  operations  that  can  take  a  long 
time  to  deliver  text.  In  fact,  eHealth  Latin 
America  had  so  many  problems  with  trans¬ 
lation  services  that  it  ended  up  hiring  its 
own  team.  “We  felt  this  was  the  only  way 
we  could  be  assured  of  quality  transla¬ 
tions,”  says  Gill.  “It  costs  us  more  than 
using  a  service,  but  it  also  saves  us  money 
in  the  long  run  because  quality  content 
improves  user  satisfaction  and  loyalty.” 

Diving  into  the 
Language  Pool 

Although  the  need  for  multilingual  web¬ 
sites  is  rapidly  growing,  multiple  language 
support  still  isn’t  a  requirement  for  every 
company.  For  small  and  midsize  organi¬ 
zations  that  limit  their  business  activities  to 
a  circle  of  English-speaking  customers  and 
business  partners,  multilingual  support  is 
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digital  cameras  and  PDAs  to  your 
desktop  machine  without  requir¬ 
ing  multiple  readers.  The  trim, 
triangular  device  sits  on  your 
desktop,  while  the  USB  interface 
connects  with  either  a  PC  or 
Macintosh.  The  unit  comes  with 
software  for  Windows  95/98/ME 
and  Mac  OS  8.6.  The  reader  lists 
for  $69.95.  For  more  information, 
visit  www.smartdisk.com  or  call 
941  436-2500. 


Draw  Partner 

Laying  out  a  network  topology 
may  never  be  fun,  but  it  may 
become  easier  with  NetZoom 
Symbols,  a  collaboration  between 
drawing  software  maker 
SmartDraw  and  template  creator 
Altima  Technologies.  The  new 
package  contains  more  than 
35,000  manufacturer-specific 
network  equipment  symbols  that 
you  can  add  to  the  more  than 
2,300  symbols  already  available 
for  SmartDraw’s  design  products. 
NetZoom  2000  costs  $99.  It 
requires  a  copy  of  SmartDraw 
(prices  start  at  $49  for  the  stan¬ 
dard  version).  Free  trial  versions 
of  both  SmartDraw  and  NetZoom 
2000  are  available  for  download. 
For  more  information,  visit 
www.smartdraw.com/ 
networkdesign/netzoom.htm 
or  call  858  549-0314. 
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To  your  network, 


they  should  look  the  same 


When  your  business  is  truly  global,  your  network  should  be  truly  seamless.  Communications  should  flow 
effortlessly  and  securely  all  around  the  globe,  regardless  of  where  you  are.  Global  One  users  receive  this 
kind  of  superior  service  worldwide,  because  we  manage  our  global  network  from  one  end  of  the  earth 
to  the  other.  And  we  provide  innovative  and  leading  edge  products  and  services.  So  no  matter  where 
you're  doing  business,  we  can  help  you  make  your  world  one.  For  more  information,  call  1-877-460-4141  or 
visit  www.globalone.net.  Global  One.  Your  world.  Our  shoulders. 


Global 


A  Member  of  the  France  Telecom  Group 


probably  more  trouble  that  it’s  worth.  But 
such  companies  are  dwindling  in  number. 
“If  you  do  business  in  one  or  more  non- 
English-speaking  countries,  or  even  with 
the  growing  number  of  ethnic  groups  in 
North  America,  you’ll  want  to  want  to 
make  sure  that  your  customers  can  under¬ 
stand  what  you’re  trying  to  tell  them,” 
says  Ryan  Hamlin,  chief  technical  officer 
of  CarPoint,  Microsoft’s  Web-based  car 
shopping  service.  The  Redmond,  Wash.- 
based  venture  offers  a  bilingual  French- 
English  website  for  Canadian  users. 

Creating  a  detailed  strategy  is  the  key  to 
launching  and  operating  a  successful  mul¬ 
tilingual  site.  But  it’s  also  important  to  stay 
flexible,  says  eHealth’s  Gill.  “Having  a  plan 
is  important,  but  you  also  have  to  be  able 
to  work  within  the  plan  in  order  to  make 
changes  when  necessary,”  she  says. 

While  multilingual  Web  support  is  be¬ 
coming  more  critical,  the  functionality 
comes  with  a  hefty  price  tag.  “For  a  web¬ 
site  with  five  or  six  languages,  you  are 
probably  looking  at  an  additional  20  per¬ 
cent  outlay  above  the  initial  cost  of  a  simi¬ 
lar  one-language  site,”  says  Jaap  van  der 
Meet,  Alpnet’s  president  and  CEO.  But  the 
20  percent  figure  applies  only  to  brand- 
new  sites.  To  add  multiple  language  capa¬ 
bilities  to  an  existing  site,  you  can  expect 
to  pay  up  to  50  percent  of  the  original  site’s 
cost,  he  says.  “That’s  because  you  have  to 
spend  time  fitting  the  new  languages  into 
an  established  environment.”  In  either  case, 
a  multiple  language  website  costs  about 
10  percent  more  to  maintain  than  a  one- 
language  site,  van  der  Meer  estimates. 

Costs  aside,  as  the  Web  becomes  in¬ 
creasingly  global,  more  businesses  will 
find  themselves  needing  to  embrace  lan¬ 
guages  other  than  English.  “If  nothing 
else,  a  multilingual  Internet  presence 
reinforces  the  fact  that  you’re  a  global 
company,”  says  Butcher.  ■ 


John  Edwards  is  a  technology  writer  based  near 
Phoenix.  You  can  contact  him  at  jedwards@ 
john-edwards.com.  Research  assistance  provided 
by  Eve  Keiser. 
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PREDICTIONS 

ASPs 

Caution:  ASPs  Ahead 


ASP  USERS— and  those  interested  in  using  ASPs  in  the  future— are  taking  a  slow- 
and-steady  approach  to  implementation,  according  to  a  recent  report  by  Redwood 
City,  Calif.-based  Zona  Research. 

The  analysis  company  surveyed  137  managers  and  IT  professionals  at  companies  of  vary¬ 
ing  types  and  sizes  (both  current  ASP  users  and  those  who  intend  to  test  ASP  services  later 
on)  to  try  to  determine  their  ASP  plans  for  the  next  one  to  two  years.  The  study  found  that 
internal  ASP  usage  is  currently 
quite  limited— 47  percent 
of  those  companies 
already  using  ASPs 
provide  access  to  less 
than  26  percent  of  their 
total  computing  de¬ 
vices.  But  it  notes  that 
some  42  percent  of  ASP 
users  plan  to  have  more 
than  half  of  their  comput¬ 
ers  connected  to  some 
form  of  ASP  in  one  year. 

The  same  pattern 
appears  to  hold  true 
for  companies  that 
are  not  currently 
using  ASPs  but  that 
plan  to  try  them  later. 

Forty-seven  percent  of 
intenders  said  that  they  plan  to  provide  ASP  access  to  less  than  26  percent  of  their  com¬ 
puters  on  implementation,  but  40  percent  also  said  that  they’d  have  more  than  50  per¬ 
cent  of  their  systems  connected  within  one  year  of  the  initial  connections. 

Respondents  offered  a  variety  of  reasons  why  they  were  using  or  considering  ASPs, 
with  reduced  total  cost  of  ownership  and  the  ability  to  concentrate  on  strategic  business 
objectives  (instead  of  managing  software)  coming  out  on  top.  And  while  users  generally 
seemed  happy  with  the  service  their  ASPs  provided,  the  report  notes  that  there  is  still 
room  for  improvement.  Users  are  generally  happy  with  their  service  level  agreements 
(SLAs);  for  instance,  82  percent  said  the  SLAs  meet  their  needs.  But  the  report  notes 
that  as  users  become  more  sophisticated  in  their  ASP  usage,  today’s  basic  SLAs  will 
need  to  get  more  sophisticated  as  well,  up  to  and  including  “pervasive  uninterrupted 
access  at  performance  levels  equaling  internal  application  execution.”  Plus,  Zona  notes, 
ASPs  must  be  willing  to  reimburse  customers  not  just  for  downtime,  but  for  the  effect 
that  downtime  has  on  the  customer’s  business. 

“If  there  is  a  silver  bullet  for  ASPs,”  says  report  author  and  Zona  Vice  President 
Greg  Blatnik,  “it's  not  an  application;  it's  an  element  of  the  service.  The  system  must 
be  bulletproof." 

-Christopher  Lindquist 
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generated  $720,000  in  new  value 
for  the  company. 


—  located  $500,000  of  misplaced 
laptop  and  desktop  computers. 


—  redeployed  54  routers  and  20 
switches  from  regional  headquar¬ 
ters  to  local  offices  and  cancelled 
unneeded  purchase  orders. 


—  merged  our  newly  acquired 
subsidiary’s  assets  into  an 
existing  cost  center. 


—  sold  $110,000  of  duplicate  equip¬ 
ment  on  a  global  marketplace. 


And  I  did  it  all  before  lunch. 


e-procurement 


the  iVita  solution 


e-disposal 


iVita  bridges  the  gap  between  asset  procurement  and  disposal 
with  a  unique  Asset  Value  Creation  solution.  Now  you  can  leverage  the 
power  and  speed  of  the  Internet  to  manage,  redeploy,  sell,  trade, 
and  donate  your  assets  for  optimal  value. 
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REVISIT 

imaging 


IT  Gets  the  Picture 


Document  imaging  arrived,  but  from  unexpected  directions 


BY  FRED  HAPGOOD 

IN  THE  EARLY  '90s,  the  IT  sector  was  in  a 
bone-crunching  recession.  “Users,  vendors 
and  analysts  have  a  uniform  assessment...,” 
we  wrote  in  November  1991,  “and  that 
assessment  is  gloomy.”  Gloomy  is  not  our 
preferred  state  of  mind,  however,  and  when 
we  found  a  bright  spot,  we  jumped  on  it. 
“Despite  all  the  clouds,  there’s  one  parade 
the  rains  have  missed  entirely.. .imaging.” 
And  CIO  was  one  of  those  bands,  running 
three  major  articles  on  the  technology  from 
April  1991  to  April  1992.  “By  1995,  this 
is  going  to  be  a  $12  billion  market  [from 
a  base  of  $1  billion],”  we  said  then,  citing 
an  analyst  forecast. 

Imaging  is  a  two-phase  technology; 
scanners  and  optical-character  recogni¬ 
tion  first  transform  print  on  paper  into 
machine-readable,  which  users  then  pro¬ 


cess  in  some  fashion  (storing  it  or  distrib¬ 
uting  it  or  using  it  to  update  databases). 
What  made  the  technology  so  exciting  at 
the  time  was  that  the  office  structure  was 
not  just  swamped  in  paper,  it  was  defined 
by  it.  Paper  today  might  be  just  as  prevalent 
as  it  was  then,  but  its  role  has  changed.  It 
has  become  a  display  technology,  serving 
this  purpose  both  on  an  informal,  personal 
level — in  cases  where  computer  screens  are 
not  convenient  or  ergonomic — and  on  an 
organizational  level,  when  lawyers  need  a 
more  formal  level  of  presentation  (such  as 
for  signatures  or  notary  seals).  But  for  the 
most  part,  the  working  data  and  reference 
documents  sit  on  the  network,  where  they 
are  instantly  accessible  to  all. 

Ten  years  ago  pieces  of  paper  flowed 
serially  through  departments  and  over 


Customer  Care 

TechExcel  has  enhanced  its  CRM 
product  to  handle  more  complex 
processes.  ServiceWise  2000 
Second  Edition  now  supports  multi¬ 
tasking,  allowing  multiple  people  to 
work  on  the  same  service  request 
simultaneously.  It  offers  a  forms- 
handling  module  that  supports 
workflow  and  electronic  signatures. 
New  diagnostic  and  live  support 
tools  even  allow  support  engineers 
to  troubleshoot  a  user’s  system 
remotely.  The  product  is  available 
for  $1,200  per  user  for  one  to  10 
years  for  application  and  server 
software  plus  $995  for  each  support 
team  user.  A  sales-team  user  license 
costs  $600  per  user  for  one  to  10 
total  users.  Forms  and  live  support 
modules  are  available  for  an  addi¬ 
tional  fee.  For  more  information, 
visit  www.techexcel.com  or  call 
925  283-8930. 

Easy  Mover 

Migrating  users  from  one  PC  to 
another  can  be  a  time-consuming 
chore.  Now  Tranxition  Corp.  hopes 
to  ease  the  move  with  Personality 
Tranxport  Professional  Version  2.0. 
The  updated  tool  aids  PC  techni¬ 
cians  in  transferring  data  and  per¬ 
sonalized  settings  from  an  old 
machine  to  a  new  one.  It  can  locate 
and  retrieve  desktop  configurations, 
Internet  and  network  settings,  Web 
bookmarks,  e-mail  address  books, 
and  configuration  data  from  dozens 
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desks.  The  sequence  of  this  flow  defined 
the  structure  of  the  organization  (as  it  still 
does  in  many  companies).  Imaging  looked 
like  a  way  of  virtualizing  the  entire  opera¬ 
tions  architecture  of  the  company  at  a 
stroke,  making  it  as  programmable  as  a 
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once.  These  considerations  made  it  essen¬ 
tial  to  maintain  both  paper  and  imaging  sys¬ 
tems  for  substantial  periods,  which  made  it 
hard  to  deviate  from  the  old  organization 
architecture  and  imposed  cost  penalties. 
Imaging  did  spread  incrementally — 


Paper  today  might  be  just  as  prevalent 
as  it  was  then,  but  its  role  has  changed. 


piece  of  code.  Responsibilities  could  be 
shifted  back  and  forth,  employee  special¬ 
izations  redefined,  departmental  bound¬ 
aries  redrawn.  “The  differentiation  between 
workers  and  managers  is  coming  down,” 
we  said,  perhaps  a  bit  too  flatly.  We  esti¬ 
mated  the  productivity  gains  from  such 
process  engineering  to  be  large — as  high 
as  40  percent — and  for  that  reason  likely 
to  attract  a  huge  market. 

But  while  imaging  did  turn  into  a  per¬ 
fectly  respectable  IT  industry  (growing  to  a 
total  projected  sector  gross  of  $6.9  billion 
in  2000,  according  to  Priscilla  Emery, 
former  senior  vice  president  of  ADM  Inter¬ 
national  and  president  of  e-Nterprise 
Advisors)  it  never  ramped  up  the  way  we 
expected.  The  problem  may  have  been  in 
the  very  feature  that  made  it  seem  so  excit¬ 
ing,  which  is  that  the  technology  tried  to 
set  up  camp  in  the  heart  of  the  corporate 
value  stream. 

Imaging  promised  to  take  charge  of  the 
documents — orders  or  invoices,  claims, 
applications — that  are  the  lifeblood  of  a 
company.  The  importance  of  this  data  sig¬ 
nificantly  raised  the  cost  of  imaging.  The 
paper  originals  had  to  be  retained  for  years 
in  case  of  disputes  over  scanning  errors.  A 
company  needed  to  have  cheap,  flexible 
ways  of  referring  to  its  archive.  (In  any  given 
yeag  someone  will  find  a  reason  to  consult 
3  percent  of  the  information  stored  10  years 
previously,  says  Tony  Barbeau,  director  of 
worldwide  marketing  at  Kodak  Document 
Imaging.)  Few  enterprises  with  more  than 
a  few  years  of  operating  history  had  the 
budget  required  to  image  all  their  files  at 


growing  by  10  percent  to  15  percent  a 
year.  As  costs  came  down,  standards 
formed  and  technology  improved.  In  the 
mid-’90s,  an  innovation  appeared  (called 
dynamic  thresholding)  that  made  it  easier 
to  distinguish  information  entered  into  a 
form  from  the  form  structure  itself. 
Optical-character  recognition  became 
steadily  more  accurate  (in  part  because 
more  and  more  of  the  input  texts  were  also 
generated  by  computers).  The  spread  of 
color  printers  and  scanners  has  extended 
the  power  of  imaging  considerably,  since 
both  humans  and  machines  find  it  easy  to 
recognize  forms  by  color,  says  Barbeau. 

Most  important,  however,  network¬ 
ing  really  did  merge  into  the  core  of  the 
enterprise,  just  not  from  the  direction 
anticipated.  Instead  of  spreading  from 
processing  data  generated  by  external 
groups,  the  virtualization  of  the  office 
structure  came  from  the  back  office  out. 
Why?  Perhaps  it  happened  because  these 
back-office  applications — e-mail,  Web 
surfing,  even  Quake — had  no  archive 
issues  and  were  somewhat  more  error 
tolerant.  Imaging  went  from  being  a 
vision  of  an  entire  solution  to  a  snap-on 
component  that  could  be  dropped  into 
installed  LANs.  And  it  has  found  pros¬ 
perity  in  this  more  modest  role. 

We  all  ended  up  in  the  same  place,  hav¬ 
ing  learned  that  while  a  radical  change  that 
takes  place  in  the  heart  of  the  enterprise  is 
easiest  to  get  excited  about,  change  comes 
first  to  those  regions  where  the  risk  is  less 
and  the  consequences  of  error  are  easier 
to  control.  ■ 


Technology 


new , 

products 


of  applications,  including  ACT  2000, 
Microsoft  Exchange,  Netscape  Com¬ 
municator  and  Microsoft  Outlook. 
The  administrator  can  determine 
where  the  transferred  files  should 
reside  on  the  new  machine  as  well 
as  establish  rules  for  migrations, 
such  as  which  file  types  to  include 
or  exclude.  The  product  lists  for  $33 
per  PC  for  250  licenses.  For  more 
information,  visit  www.tranxition 
.com  or  call  866  277-8776. 


Worker  Keeper 

New  hires  are  hard  to  find,  so  if 
you're  looking  for  ways  to  keep  the 
employees  you  have,  Knowledge- 
Point  may  have  an  answer.  The  com¬ 
pany’s  new  Performance  Impact 
2.0  software  doesn’t  offer  stock 
options  or  higher  pay,  but  it  can 
help  you  give  your  workers  some¬ 
thing  else  they  need:  information. 
Performance  Impact  2.0  facilitates 
communication  between  managers 
and  workers,  providing  tools  for 
establishing  and  tracking  goals  as 
well  as  for  building  useful  perform¬ 
ance  reviews.  The  product  can  share 
information  among  multiple  man¬ 
agers,  and  the  employee  and  can  be 
quickly  configured  to  meet  specific 
job-type  requirements  (an  informa¬ 
tion  systems  module  is  available,  for 
example).  Pricing  starts  at  $4,500 
per  year  for  a  version  hosted  by 
KnowledgePoint.  Site  licenses  start 
at  $8,000.  For  more  information, 
visit  www.knowledgepoint.com  or 
call  707  762-0333. 
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THE  FIRST  PRINCIPLE  of  ONLINE  BUSINESS 


The  best 
online  security  is 

the  one  that 

lets  the  most 

people  in. 

JL  A 


IF  YOU  THINK  OF  ONLINE  Yes,  JOU  i 
security  simply  as  a  way  c  O  r  r  e 

to  protect  your  network, 

you’re  missing  a  huge  opportunity.  Success 
won’t  come  to  companies  that  hunker  down 
behind  firewalls,  but  to  those  who  establish 
new  kinds  of  electronic  relationships  with  the 
people  who  fuel  their  business  —  customers, 
partners  and  suppliers. 

These  electronic  relationships  introduce 
both  unparalleled  opportunity  and  unprece¬ 
dented  risks.  @stake  has  assembled  the  best 
minds  in  digital  security  to  help  you  understand 
and  manage  those  risks.  We  integrate  technical 
and  business  expertise  to  deliver  strategic  solu¬ 
tions  to  the  Global  2000. 


*  e  a  d  that  As  the  leader  in  digital 
ctly.  security,  we  look  at  your 

business  goals  as  closely  as 
we  do  your  systems  architecture.  We  translate 
your  business  issues  into  security  requirements. 
Then  we  work  with  you  to  build  solutions  that 
look  beyond  your  network  to  the  security  of 
your  applications  and  data,  and  your  future 
business  goals. 

Our  goal  is  to  minimize  your  risk  and 
maximize  your  reward.  Nothing  is  impenetrable 
and  not  everything  in  an  online  business 
is  worth  protecting  at  any  cost.  Visit  us  at 
www.atstake.com/security/  or  call  us  at 
617.621.3500  to  learn  more  about  what  our 
digital  security  can  do  for  your  business. 


@  stake 


Digital  Security  Consultants 


NEW  YORK 


BOSTON 


SAN  FRANCISCO 


LONDON 
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UNDER  DEVELOPMENT 


Light  Goes  On  a  Bender 


M.I.T.  RESEARCHERS  have  developed  a 
new  type  of  cable  that  can  quickly  and  effi¬ 
ciently  shoot  light  over  long  distances  and 
around  sharp  bends. 

At  optical  wavelengths,  networking  ven¬ 
dors  use  nonmetallic  “dielectric”  coaxial 
cable — made  of  silica  or  another  crystalline 
material — because  conventional  cables 
absorb  too  many  signals.  The  technology 
works  well,  except  for  two  big  problems: 
polarization  (the  orientation  of  the  light 
waves)  changes  between  the  points  where 
the  light  enters  and  exits  the  cable,  causing 
coupling  problems  for  devices  such  as 
switches  and  routers.  Additionally,  light 
inside  a  dielectric  cable  cannot  bend  in  a 
radius  of  less  than  3  millimeters,  compli¬ 


cating  installation. 

MIT  researchers  designed  their  cable  to 
solve  both  problems.  The  technology  uses 
a  new  kind  of  mirror,  comprised  of  dielec¬ 
tric  materials  that  reflect  light  for  all  polar¬ 
izations  and  from  all  angles  with  very  little 
loss.  In  the  new  cable,  light  shoots  down 
a  hollow  dielectric  core  until  it  reaches  its 
destination.  “It’s  a  perfect  mirror,”  says 
John  Joannopoulos,  the  Francis  Wright 
Davis  professor  of  physics  at  MIT  who 
led  the  research  team.  “You  get  out  of  it 
what  you  put  into  it,  since  light  retains  its 
polarization.”  The  cable  can  also  be  bent 
into  tight  corners. 

To  visualize  how  the  cable  works,  think 
of  a  sheet  of  plywood  that  has  been  shaped 


into  a  long,  hollow  tube.  But  instead  of 
wood,  imagine  that  that  the  tube  is  com¬ 
posed  of  alternating  layers  of  dielectric 
materials  that  form  a  mirror.  An  empty 
passage  for  the  light  lies  at  the  tube’s  core. 

According  to  Joannopoulos,  the  new 
cable  can  offer  as  much  as  1,000  times  the 
bandwidth  of  a  standard  optical  cable.  The 
technology  also  eliminates  the  need  for 
optical  signal  amplification,  which  will  be  a 
significant  money  saver.  Consider  that  con¬ 
ventional  optical  cables  require  amplifica¬ 
tion  approximately  every  50  kilometers.  A 
submarine  cluster  of  four  amplifiers  costs 
a  cool  $1  million  or  so  apiece,  so  on  a  500 
kilometer  cable  run  the  newer  cable  tech¬ 
nology  could  save  users  some  $10  mil¬ 
lion — and  that  doesn’t  include  the  expenses 
involved  in  installing,  maintaining  or  pow¬ 
ering  the  amplifiers.  “The  potential  for  sav¬ 
ings  is  enormous,”  says  Joannopoulos. 

To  explore  the  cable’s  commercial  po¬ 
tential,  Joannopoulos  and  his  fellow  re¬ 
searchers  have  cofounded  OmniGuide 
Communications.  The  company,  based  in 
Cambridge,  Mass.,  is  backed  by  Ray 
Stata  and  Mukesh  Chatter,  a  pair  of  vet¬ 
eran  investors  in  telecommunications- 
oriented  startups. 

But  bringing  the  cable  to  market  at  a 
competitive  cost  may  prove  the  technol¬ 
ogy’s  undoing.  The  cable  structure  is  highly 
complex,  and  OmniGuide  will  be  entering 
uncharted  manufacturing  territories.  The 
company  estimates  that  it  will  be  12  to  18 
months  before  it  even  has  a  prototype 
ready  for  public  inspection. 

“We’re  going  to  have  to  come  up  with 
a  fabrication  process,  find  new  materials 
and  test  everything,”  says  Joannopoulos. 
But  the  scientist  is  confident  that  his  tech¬ 
nology  will  ultimately  prevail.  “It  has  to,” 
he  says.  “It’s  clearly  revolutionary.” 

-John  Edwards 


The  new  cable  can  offer  as  much  as  1,000  times 
the  bandwidth  of  a  standard  optical  cable. 
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e-business  solu lions 


EEPP 

Online  Payment 

Web  Document  Exchange 

lei  Ion  Global  Cash  Management 


You've  just  chosen  an  e-business  solutions  provider  that  also  happens  to 
be  a  world  leader  in  cash  management  solutions.  Absolutely  Brilliant. 


It’s  a  powerful  combination.  Mellon’s  worldwide  financial  acumen  merged  with  our  proprietary  suite  of 
e-commerce  solutions  like  Mellon  TradeLinkssm  and  Mellon  MerchantLinkssm.  Tech-savvy  professionals  find  that 
they  can  streamline  their  organization’s  entire  cash  management  process  into  one  seamless,  painless  process. 
We  can  enlighten  you  too.  For  details,  visit  us  at  www.mellon.com/gcmec  or  call  1  800  424-3004. 
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No  Satisfaction 

BY  ANONYMOUS 


USERS  ARE  NEVER  SATISFIED.  Given  the  present  circumstances, 
they  never  will  be.  Naturally,  there’s  an  unending  supply  of 
theories  about  why  and  just  as  many  surefire  fixes  floating 
around  the  pages  of  this  and  other  magazines.  But  the  real 
reason,  the  real  solution,  is  known  to  but  a  few.  And  there 
are  fewer  still  willing  to  lick  the  frozen  pump  handle,  so  to 
speak,  to  get  things  fixed. 

I  know  the  real  reason.  I  learned  it  from  a  moon-faced  young 
man  who  sat  next  to  me  on  one  of  those  steaming  summer 
flights  between  Dallas  and  St.  Louis.  He  taught  me  all  I  needed 
to  know  about  users,  and  we  never  exchanged  a  single  word. 

The  flight  was  a  good  30  minutes  past  departure  time. 


Tepid  air  barely  whispered  through  the  nozzles  overhead.  As 
usual,  the  plane  was  nearly  full  except  for  a  scattering  of  empty 
center  seats  here  and  there,  including  the  one  next  to  me.  I 
was  just  about  to  congratulate  myself  on  my  well-deserved 
good  luck  when  I  noticed  him  sidestepping  slowly  up  the  aisle. 
Immediately,  almost  unconsciously,  I  fell  into  a  rhythmic,  silent 
chant  of  “Please,  please  don’t  sit  next  to  me!  Please  don’t  sit 
next  to  me!” 
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It  never  works. 

Now,  over  the  years,  I’ve  developed  the  ability  to  watch  peo¬ 
ple  without  looking  at  them.  Believe  me,  if  you  fly  a  lot,  this 
is  an  important  skill  because  if  you  make  eye  contact  with  the 
person  next  to  you,  you  are  obligated  to  talk  to  him.  And  your 
chances  of  sitting  next  to  anyone  genuinely  interesting  are 
about  one  in  a  million. 

We  finally  pushed  back  and  began  to  taxi  when  I  noticed, 
out  of  the  corner  of  my  well-trained  eye,  that  my  new  seat- 
mate  had  begun  to  pray.  I  call  it  praying,  but  it  was,  in  fact, 

As  far  as  most  of  the  people  at 
your  company  are  concerned,  your 
IT  staff  operates  somewhere  apart 
from  the  “real”  company  in  an 
inner  circle  of  highly  specialized 
and  unattainable  expertise. 

something  far  more  emphatic,  more  desperate.  This  was  power 
praying.  His  eyes  were  squeezed  shut,  his  hands  clasped 
together  so  tightly  that  his  fingernails  turned  blue.  He  was  pet¬ 
rified.  We  were  still  only  taxiing.  He  was  scaring  the  elderly 
lady  sitting  on  the  other  side  of  him. 

Now,  I’ve  been  driving  cars  since  before  I  could  get  a 
license.  I’m  not  a  great  driver.  I  drive  too  fast,  and  I  day¬ 
dream  a  lot.  But  in  all  of  the  thousands  of  hours  I’ve  been 
behind  the  wheel,  I’ve  never  had  a  passenger  behave  the  way 
this  guy  did.  That’s  pretty  strange  when  you  think  about  it 
because  you  have  a  one  in  80  chance  during  the  course  of 
your  lifetime  of  being  killed  in  a  car  wreck.  Your  chance  of 
being  killed  in  an  airplane  is  only  one  in  3,286.  That’s  how 
much  safer  it  is  to  fly.  As  a  matter  of  fact,  the  sandwiches  the 
airlines  hand  out  represent  a  greater  threat  in  that  our  chances 
of  choking  to  death  are  one  in  3,096.  I’m  not  sure  what  the 
odds  are  on  food  poisoning.  The  reason  for  his  behavior,  of 
course,  was  his  sense  that  whatever  was  going  to  happen 
now  was  out  of  his  control.  The  operation  of  a  car  isn’t  a  mys¬ 
tery  to  anyone  over  the  age  of  8,  and  in  a  pinch,  a  passenger 
could  always  reach  over  and  grab  the  steering  wheel.  Con¬ 
trol  of  the  airplane,  on  the  other  hand,  is  in  the  hands  of  a 
complete  stranger  locked  away  in  a  little  room  in  the  front 
who  follows  arcane  and  secretive  procedures  while  mum¬ 
bling  indecipherable  incantations  into  the  radio. 

As  far  as  most  of  the  people  at  your  company  are  concerned, 


your  IT  staff  operates  in  a  similar  fashion,  somewhere  apart  from 
the  “real”  company,  in  an  inner  circle  of  highly  specialized  and 
unattainable  expertise.  Your  IT  people,  for  mostly  defensive  rea¬ 
sons,  sport  attitude  and  spout  lingo  carefully  crafted  to  signal 
to  any  gathering  of  coworkers  the  clean  divide  between  the  hip 
and  the  hopelessly  square,  between  those  in  possession  of  the 
right  stuff  and  those  who  aren’t  even  sure  what  the  “stuff”  is. 

It’s  worth  noting  how  successful  we  as  a  profession  have 
been  during  the  past  20  to  30  years  in  establishing  our  place 
in  the  business  universe  and,  in  the  process,  raising  expectations 
and  tensions.  Somewhere  along  the  line,  the  data-processing 
department  magically  became  information  technology.  That’s 
pretty  big  headed  when  you  consider  that  bits  and  bytes  are 
no  more  information  (coherent  explanations)  than  individual 
bricks  are  the  Washington  Monument. 

What  the  vast  majority  of  users  don’t  realize,  and  what  many 
of  us  are  loath  to  point  out,  is  that  there  is  really  no  “stuff”  to 
get.  The  whole  notion  of  “stuff”  is  a  kind  of  well-meaning  hus¬ 
tle  based  on  the  belief  that  understanding  technology  is  just  as 
important  as  exploiting  it  effectively — that  technology  is,  some¬ 
how,  the  strategy.  The  recent  rash  of  dotcom  failures  would 
seem  to  soundly  disprove  that  point  of  view. 

In  light  of  this,  is  complete  user  satisfaction  attainable?  I’ll  go 
out  on  the  skinny  branches  here  and  say,  maybe.  It’s  certainly 
worth  a  try. 

Years  of  hits  and  misses  and  no  small  amount  of  help  from 
wiser  heads  have  helped  me  distill  a  short  list  of  rules  for  inter¬ 
acting  with  and  managing  users.  These  are  things  most  of  us 
intuitively  know  but  few  IT  organizations  (or  CIOs)  consis¬ 
tently  act  on  or  do  well. 

First,  and  certainly  the  most  difficult  for  the  central  control 
freaks  out  there:  Give  away  as  much  control  over  IT  as  you 
can.  Most  of  the  time,  you  should  not  care  what  your  devel¬ 
opment  people  are  building  and  in  what  order  as  long  as  your 
users  are  behind  it.  But  you  should  always  care  how  they’re 
building  it  and  to  what  standards.  Carve  up  your  development 
teams,  and  hand  them  over  to  the  departments  or  regions  they 
support.  Have  the  manager  of  each  new  development  group 
report  solid  line  to  the  general  manager  of  the  user  depart¬ 
ment  and  solid  line  to  you. 

Allow  the  GM  to  dictate  the  what,  when  and  budget  of 
each  project;  with  you  serving  more  as  a  consultant,  you’ll 
dictate  the  how  so  that  you  can  make  some  sense  of  it  all. 
The  architectures  and  the  technologies  do  exist  to  make  this 
work  very  effectively.  This  act  of  sharing  control,  inviting  oth¬ 
ers  to  sit  in  the  cockpit,  has  the  effect  of  reducing  stress  by 
demystifying  the  process,  educating  other  stakeholders  on 
the  challenges  of  development  and  eliminating  the  need  for 
secret  IT  organizations  that  pop  up  around  large  companies 
when  users  get  desperate.  ( Continued  on  Page  183) 
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InternetTONE  is  the  power  to  connect  buyers, 
sellers  and  service  providers  on  demand,  i 
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It’s  the  new  power  line  of  commerce.  An  infrastructure  supercharged  to  meet  the  new  challenges  of  e-business.  The  first 
platform  to  manage  multiple  supply  chains — with  an  open,  extensible  technology  that  unites  buyers,  sellers  and  service 
providers.  InternetTONE.  The  ability  to  leverage  every  asset,  system  and  service  on  impulse.  The  intelligence  to  optimize 
commerce  operations  on  demand.  Download  the  whitepaper  at  www.electroneconomy.com/extend 
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Managing  Smart  People 


Hotshot 

Envy 


BY  ROBERT  AUSTIN 


AMONG  THE  MYRIAD  challenges  managers  have  had  to  face  during 
the  IT  revolution  of  recent  years,  dealing  with  an  increasingly 
specialized  workforce  has  provoked  particular  angst.  I  saw 
this  firsthand  when  I  led  a  small,  elite  team  of  young  program¬ 
mers  who  supported  mission-critical  systems  in  an  automaker’s 
assembly  plants.  The  plants  are  literally  where  the  rubber  hits 
the  road  in  the  auto  business.  They  have  a  rugged  history  and 
even  today  retain  practices  from  the  kick-butt-and-take-names 
school  of  management.  Imagine  the  discomfort  of  a  veteran 
plant  manager,  his  operation  laid  low  by  a  computer  glitch,  as 
he  watches  a  parade  of  hotshot  twentysomethings  arriving  to 
save  him. 

A  Breed  Apart 

Most  managers  who  have  been  around  for  a  while  have  expe¬ 
rienced  some  version  of  this  discomfort.  The  more  technological 
things  get,  the  more  it  seems  we  are  critically  dependent  on  a 
specialized,  highly  talented  subset  of  our  employees  who  under¬ 
stand  the  things  we  need  to  know  about.  If  you  are  like  many 
experienced  managers,  these  critical  employees  are  not  like  you. 


In  addition  to  being  very  young,  they  are — as  one  of  my  col¬ 
leagues  has  pointed  out — “smart  enough  to  be  CEO  if  they 
had  any  interest  at  all  in  that.”  The  fact  that  they  lack  interest 
in  most  things  managerial  simply  adds  to  their  alienness.  You 
suspect  that  they  are  prone  to  prioritize  things  differently  than 
you  would.  But  if  you  are  like  most  managers,  you  can  pretty 
much  forget  about  understanding  what  they  are  doing.  You 
simply  don’t  have  the  time  to  acquire  the  background  you’d 
need  to  interpret  their  techno-speak  explanations. 

So  how  do  you  manage  people  whom  you  can’t  really  super¬ 
vise  in  any  traditional  sense?  The  story  of  how  Sun  Microsys¬ 
tems  came  to  realize  the  importance  of  the  Web  is  a  caution¬ 
ary  tale  on  this  subject. 

When  the  Web  came  to  Sun,  it  was  via  the  techies.  They 
played  with  it,  and  they  loved  it.  For  their  part,  the  managers 
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NQLs  remarkable  new  enterprise-wide 
software  platform  now  allows  the  ability  to 
deploy  and  transform  information  residing  in 
any  data  source,  including  legacy  systems 
and  web  sites,  into  any  information  device  or 
popular  application  where  it  can  be 
reconfigured  in  any  manner,  to  suit  any  user. 


Content  Anywhere™  will  enable  any  member 
of  your  enterprise  to  easily  insert  information 
into  documents,  contact  managers, 
spreadsheets,  presentation  programs  -  you 
name  it.  But  these  examples  barely  scratch 
the  surface.  Its  uses  are  virtually  endless. 
Apply  it  in  wireless  devices  such  as  Palm  Vlls, 
smart  phones,  pocket  and  hand-held  PCs, 
even  right  into  live,  real-time  desktop 
application  documents.  Set  it  to  perform 
tedious  tasks  automatically  too.  No  other 
content  management  resource  comes  close 
to  these  vast  capabilities. 


Come  to  our  web  site  to  see  the  many 
revolutionary  ways  our  remarkable  software 
can  be  used  to  elevate  your  enterprise,  your 
portal,  or  your  next  product;  and  to  explore 
how  your  organization  will  thrive  by  using 
content  anywhere,  in  any  way,  by  any  means, 


Elevate  your  enterprise 


A  generation  ahead 


Revolutionary 


Arm  your  enterprise  to 
use  content  anywhere, 

^inuany  v^fiy, 
by  any  means. 


Introducing 

NQL  ContentAnywhere 


Thinks 


www.contentanywhere.nqli.com 
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didn’t  get  it.  In  fact,  management  instituted  a  policy  that  dis¬ 
couraged  the  use  of  Web  browsers  because  of  the  network 
traffic  they  generated.  Sun’s  techies  revolted. 

Sun  has  a  culture  in  which  the 
techies  push  back  hard  when 
managers  do  something  dumb. 

On  the  day  the  policy  was  announced,  more  than  600 
people  sent  e-mails  as  a  protest  to  senior  managers.  The  up¬ 
roar  culminated  in  one  of  the  biggest  companywide  meet¬ 
ings  in  Sun’s  history.  Within  days,  the  policy  was  reversed. 
But  it  took  months  of  techies  pushing  this  newfangled  tech¬ 
nology  before  Sun’s  managers  realized  its  importance.  For¬ 
tunately,  when  they  finally  came  around,  Sun  was  still  very 
early  to  the  Web;  despite  management’s  initial  reluctance, 
the  company  deserves  its  reputation  as  one  of  the  pioneers  of 
the  Web  economy. 


Disorderly  Conduct 

If  we  are  to  give  Sun’s  managers  credit  in  this  story,  it  is  not 
for  their  ability  to  clearly  see  the  future.  Rather,  it  is  because 
they  tolerated  and  even  nurtured  the  sort  of  “out-of-con- 
trolness”  that  sometimes  distresses  us  as  managers  of  highly 
technical  employees.  Sun  has  a  culture  in  which  the  techies 
push  back  hard  when  managers  do  something  dumb.  In 
such  a  culture,  change  can  come  from  just  about  anywhere 
in  the  company.  But  it’s  not  always  pretty — or  orderly. 

In  the  old  days  of  functional  hierarchies,  managers  did  two 
things:  They  encouraged  sound  habits  and  practices,  and  they 
encouraged  changes  in  those  habits  and  practices  when  they 
saw  business  conditions  changing.  Since  the  beginning  of  the  IT 
revolution,  the  second  of  these  two  things  is  much  harder 
because  managers  often  aren’t  the  ones  who  see  change  com¬ 
ing.  A  manager’s  job  in  this  IT-complicated  world  still  involves 
encouraging  sound  habits  and  practices.  But  it  has  less  than 
ever  to  do  with  deciding  what  exactly  constitutes  those  sound 
habits  and  practices.  HE! 


Robert  Austin  is  a  senior  consultant  at  Cutter  Consortium  in  Arlington, 
Mass.,  and  a  faculty  member  at  the  Harvard  Business  School  in  Boston. 


Power  outages  interrupt  operations 
at  72%  of  U.S.  businesses. 
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( Continued  from  Page  178)  Second:  Cultivate  personal  relation¬ 
ships.  They  help  get  you  over  the  rough  spots.  Expending  precious 
personal  time  to  develop  relationships,  familiarity  and  intellectual 
common  ground  generally  pays  off  big  in  the  end.  This  isn’t  about 
trading  on  friendships.  If  you’re  like  me,  you  can  count  your  real 


Allow  the  GM  to  dictate  the  what, 
when  and  budget  of  each  project 
and  you’ll  dictate  the  how  so  that 
you  can  make  some  sense  of  it  all. 


friends  on  one  hand  and  they’re  probably  not  coworkers.  This  is 
about  empathy  for  one  another’s  challenges,  the  confidence  to  speak 
frankly  and  the  willingness  to  work  together  to  fix  the  crisis  du  jour. 

Third:  Don’t  lie,  but  don’t  scare  the  tourists.  When  things  come 
up,  give  the  information  that  users  ask  for  quickly  and  accurately, 
and  give  them  the  information  they’ll  need  to  operate  until  you  can 


get  things  under  control.  Sharing  anything  else  is  confusing,  scary 
and  time-consuming.  I  want  to  know  that  my  doctor  is  going  to 
operate  on  my  liver  and  why.  I  don’t  want  to  know  all  of  the  things 
he’s  going  to  have  to  move  out  of 
the  way  to  get  to  it. 

And  finally:  Never  let  them  see 
you  get  angry  with  your  people 
and  never  let  them  see  you  sweat. 

If  you  panic,  so  will  they,  and  even 
if  you  do  succeed  in  righting  the 
airplane,  you’ll  never  have  the  confidence  of  your  users  or  supervi¬ 
sors  again.  Nervous  users  are  unhappy  users. 

It  occurs  to  me  that  some  of  what  I’ve  just  laid  out  will  not  come 
naturally  to  most  CIOs.  Many  are  too  set  in  their  ways,  or  they  sim¬ 
ply  lack  the  imagination,  confidence  and  poise  to  do  these  things 
effectively.  But  what’s  the  alternative  to  bringing  users  into  the  inner 
circle,  to  leveraging  their  expertise  and  allowing  them  to  shoulder 
some  of  the  burden  for  quality  results?  More  user  surveys? 


Do  you  have  an  opinion  you 
would  like  to  express?  Let 
Senior  Editor  Megan  Santosus 
know  at  santosusC^cio.com. 


Anonymous  has  been  a  CIO  at  household-name  companies  in  various  indus¬ 
tries  for  more  than  12  years.  Share  your  user  satisfaction  secrets  by  sending 
e-mail  to  confidential@cio.com.  EH3 


APC  protects  more  networks  worldwide  than  any  other 
vendor.  Let  APC's  Legendary  Reliability  work  for  you 
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Take  the  online  Business  Availability  Assessment  TODAY!!! 
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Today,  power  availability  means  business  availability 


APC's  power  availability  solutions  prevent  the 
power  problems  that  threaten  business  uptime. 


The  electricity  that  powered  lights  and  copiers  yesterday, 
is  less  than  ideal  for  businesses  in  the  digital  world  today. 
The  slightest  fluctuation  in  power  can  affect  sensitive 
computer  equipment  behind  customer-facing  web  sites, 
e-commerce  and  ERP  systems  resulting  in  costly  downtime 


APC's  award-  winning  solutions  and  industry  leadership 
continue  to  set  the  standard  in  power  pro¬ 
tection.  APC's  services  and  array  of  products 
—  from  surge  suppressors,  UPSs,  cables 
and  racks,  to  3-phase  UPSs  and  DC  power 
systems  —  are  why  over  10  million  users 
put  their  power  availability  needs,  from  desktop  to 
datacenter,  in  the  capable  hands  of  APC. 


Whether  you  need  a  surge  protector  for  a  printer,  UPS  for  PC 
or  rack-mount  server,  or  500kVA  3-phase  for  a  datacenter, 
APC  is  your  one-stop  shop  for  enterprise  power  availability. 
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E-Mail 

Addiction 

WE  ALL  HAVE  OUR  ADDICTIONS.  I  confess.  Mine  is  e-mail.  I  still 
remember  the  excitement  of  sending  my  first  MCIMail  mes¬ 
sage  more  than  a  decade  ago.  Back  then  it  was  cool  to  have 
an  e-mail  address  on  your  business  card. 

E-mail  quickly  became  my  preferred  method  of  communi¬ 
cation  with  coworkers.  My  mantra:  24/7/3 65. 1  now  admit 
that  I  even  once  adjusted  my  computer’s  clock  to  time-stamp 
an  outgoing  e-mail  for  2:30  a.m.  (that  e-mail  was  tactically  sent 
to  “wake  up”  a  lethargic  salesperson).  Coworkers  dreaded 
my  cross-country  flights.  They  knew  the  inevitable  flood  of 
“gbeach”  e-mails  would  be  electronically  unleashed  upon 
touchdown  in  San  Francisco,  Los  Angeles  or  Seattle. 

Family  vacations  weren’t  exempt  either.  My  secret  was  to  get 
up  at  the  crack  of  dawn  to  get  my  digital  fix.  Oh  boy,  was  I 
ever  addicted! 

My  epiphany  came  around  May  2000. 1  was  wrestling  with 
some  issue  or  other  at  CIO  headquarters  when  Lisa  Brown, 
vice  president  of  sales  for  CIO.com,  came  into  my  office  with 
this  sage  advice:  “Gary,  why  don’t  you  think  twice  before  you 
fire  up  the  ‘compose  new  message’  box?  Ask  yourself,  Is  what 
you  want  to  say  more  appropriate  for  a  telephone  call,  a  face- 
to-face  meeting  or  e-mail?” 

She  was  right,  and  I  knew  it. 

And  then  something  else  happened.  I  started  to  notice  a  slow 
but  steady  increase  in  the  amount  of  unsolicited  e-mail  showing 
up  in  my  inbox.  Particularly  on  weekends.  E-mail  spam  really 
got  out  of  control.  Not  too  long  ago  my  e-mail  was  80  per¬ 


cent  meaningful  and  20  percent  junk.  Now,  80  percent  is  junk. 

What  can  you  do  to  stop  it?  Here  are  a  few  tips:  Think 
before  your  send.  Is  another  communications  medium  more 
appropriate?  Make  the  subject  line  of  e-mail  you  do  send  as 
specific  as  possible.  More  of  your  e-mails  will  be  opened.  And 
answered.  Discourage  overuse  of  “cc:”  e-mails  and  group  mes¬ 
sages  in  your  company  or  department.  Respond  only  to  the 
sender.  Opt  in  and  share  your  e-mail  address  only  with  sites 
you  trust  implicitly.  And  consider  deploying  some  of  the  pow¬ 
erful  e-mail  filters. 

Another  thought:  I  have  seen  how  my  kids  use  instant  mes¬ 
saging  technology  to  build  buddy  lists.  For  me,  the  most  pow¬ 
erful  aspect  of  this  technology  is  that  it  allows  a  user  to  see  if 
designated  coworkers  are  actually  online  before — or  as — a 
message  is  sent.  I  recently  attended  a  demonstration  of  Lotus’s 
SameTime  instant  messaging  product  and  was  duly  impressed. 

Do  I  still  abuse  e-mail?  Yes.  But  I  am  getting  better.  E-mail 
has  become  significantly  less  useful  to  me.  While  I  proudly 
handed  out  my  MCIMail  address  to  anyone  who  wanted  it 
in  the  early  ’90s,  I  am  now  much  more  protective  (though  I 
continue  to  share  it  with  more  than  300,000  readers  of  CIO 
in  this  column  twice  a  month!). 

Some  say  e-mail  is  still  the  killer  application.  From  where  I 
sit,  they  are  dead  wrong.  The  killer  application  is  dying. 

Has  my  tirade  on  e-mail  spawned  a  thought?  Do  you  think 
e-mail  importance  is  waning?  For  the  content  integrity  of  this 
column,  call  me  at  508  935-4202  with  your  comments. 
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Fred  didn't  spend  enough  time  planning  the  operation  of  his  Web  site 

Now  his  site  is  down,  and  he's  breathing  bisque. 


Here's  some  free  advice:  call  Nuclio  before  you  go  live. 


Since  1995,  we've  successfully  managed  complex  Internet  sites  and 
mission  critical  applications  for  some  of  the  world's  leading  companies. 

Why  have  we  been  successful?  Because  we  take  the  time  to  understand 
our  customer's  business.  We  develop  custom  deployment  and  manage¬ 
ment  plans  built  to  their  unique  requirements  before  production  begins. 

Nuclio  also  manages  and  monitors  the  health  of  the  customer's  appli¬ 
cation  solution  day  and  night  through  Fusion,™  our  proprietary  automated 
monitoring  system.  And  we've  gathered  the  best  application  and  infra¬ 
structure  professionals  in  the  business. 

In  short,  Nuclio's  clients  are  always  ready.  Are  you? 

If  you  are  planning  an  e-initiative  or  are  in  doubt  about  the  readiness  of 
your  current  IT  environment,  then  please  give  us  a  call  at  877.665.0597 
or  find  out  more  at  www.nuclio.com 
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and  e-Foundation. 


Our  worldwide  team  of  industry  leading  security  and 
e-commerce  experts,  are  committed  to  helping  you  meet  the 
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the  power  of  the  Internet. 
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management,  intrusion  detection,  security  policy  and  procedure  development  and  compliance,  incident 
response  and  computer  forensics,  make  securing  your  IT  infrastructure  easy.  We  apply  the  best  minds  in  the  industry 


to  ensuring  you  that  your  network  and  e -commerce  solutions  are  prepared  for  the  inevitable,  not  to  mention  the  unexpected. 
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your  site  in  anything 

less  than  a  data  center 
built  for  broadband? 


Here’s  an  easy  litmus  test  to  see  if  you’ve 
found  the  right  data  center.  Just  ask, 

“If  I  need  to  increase  my  bandwidth  tenfold 
by  tomorrow  morning,  can  you  handle  it?” 
Then  ask  if  they  have: 


Data  centers  directly  connected  to 
the  largest  Tier  1  Internet  backbones 
that  are  broadband  ready  now -and 
infinitely  scalable  to  the  future 
requirements  of  the  richest  applications 
and  content 


Web  hosting  that  ranges  from  co-location 
services  to  custom  managed  solutions 


A  professional  services  team  that  has  the  depth  of 
knowledge  required  to  solve  your  broadband  issues 


To  learn  more,  go  to  aperian.com  or  dial  1-866-APERIAN  today 


TESTING  ONE,  TWO.  Testing.  (Tap  tap.) 
Is  this  thing  on? 

Today  we  are  talking  about  micro¬ 
phones.  Though  we  most  often  associate 
them  with  showbiz,  the  majority  lead  much 
less  flashy  lives.  They  can  be  found  toiling 
behind  the  scenes  in  telephones,  hearing 
aids,  tape  recorders  and  PA  systems. 

Most  people  credit  Emile  Berliner  with 
inventing  the  microphone.  In  1876  the 
German  immigrant  sold  his  carbon  micro¬ 
phone  patent,  a  transmitter  developed  as  an 
improvement  for  Bell’s  early  telephones,  to 
the  then-fledgling  Bell  Telephone  Co. 
for  $50,000. 

Microphones  are  transducers;  that  is, 
they  convert  information  from  one  form  to 
another.  Specifically,  they  convert  sound 
waves  into  electric  audio  signals  using  a 
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two-part  process.  First,  the  sound  waves 
cause  a  thin  diaphragm  inside  the  micro¬ 
phone  to  vibrate.  Those  vibrations  trigger 
a  change  in  an  electric  current  that  is  then 
sent  out  to  a  mixer  or  amplifier. 

Microphones  fall  into  several  categories. 
Carbon  mikes,  for  example,  appear  most 
often  in  telephones  made  from  1915 
through  the  1 920s.  These  produce  adequate 
sound  quality  for  chatting  but  allow  too 
much  background  noise  to  be  useful  for 
recordings  (though  Bing  Crosby  is  said  to 
have  made  his  first  record  in  1 926  using  a 


carbon  mike,  and  he  did  all  right).  Con¬ 
denser  microphones  brought  us  the  first 
audible  movies,  and  the  Nazis  used  them  to 
announce  the  1936  Berlin  Olympics.  In  the 
1 940s,  ribbon  microphones  changed  the 
tone  of  radio.  Today,  durable  and  compact 
electret  mikes  are  found  in  camcorders  and 
on  interviewers’  lapels. 

So  next  time  Vin  Scully  recites  the  Dod¬ 
gers’  lineup  or  you  mimic  the  vocal  stylings 
of  Sheena  Easton  at  a  karaoke  bar,  remem¬ 
ber  that  the  microphone  makes  it  possible. 

Thank  you.  -Sara  Shay 
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1)  Q2  Quarlefiy  Forecast 
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3)  YTD  Top  1 0 

4)  Pipeline  Report 


Jasmine  //  Portal’s  superior  visualization  helps 
everybody  work  smarter.  Users  can  dynamically 
interact  with  data  rather  than  just  viewing  it. 
Prospects  will  be  sold  thanks  to  Jasmine  //  Portal’s 
3-D  imaging  —  it  makes  products  come  alive! 
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Another  distinctive  quality:  awesome  integration 
pulls  information  from  every  application  and  location 
—  turning  your  eBusiness  into  one,  realtime 
collaborative  environment.  And  no  other  portal 

vendor  offers  proven 
methodologies  and 
services  that  help 
your  organization  map 
knowledge  manage¬ 
ment  initiatives  to 
business  processes. 

New  Jasmine //Portal. 
It’s  living  proof  that 
beauty  really  is  more 
than  skin  deep. 


Check  it  out. 

Go  to  ca.com/jasmineportaldemo 


Introducing  Jasmine  //  Portal. 
The  eBusiness  workplace  Thai 
Empowers  Your  Organization 
lb  Win  At  eSpeed. 


On  the  surface,  most  portals  look  and  function  the 
same.  But  one  is  dramatically  different  from  all  the 
rest  —  the  Jasmine//  Portal.  While  some  portals 
only  let  you  customize  their  content,  Jasmine// 
Portal’s  dynamic  personalization  goes  one  step 
further.  It  intelligently  finds  information  that  other 
portals  might  not  even  consider  delivering  to  users. 
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